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FLOOD CONTROL WITHOUT PG 
By Raymond A. Schmidt 
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Sparking the Employee Magazine 
By John H. Barker 
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Mother Earth’s Storage Tanks 


By E. G. Dahlgren and 
Larston D. Farrar 
< > 


Should Customer Contributions Be 
Charged against the Utility? 
By M. H. Diels 


HOW TO PLAN YOUR 
FUTURE RATE STRUCTURE 


From 95 rates to only 5! 


Typical long range plan for sound growth through progressive rate sim- 
plification as developed by EBASCO consultants for a Southern utility. 


F you need practical 

answers to your rate- 
structure problems, look to 
Esasco consultants for down- 
to-earth help. 

Specialists with long experi- 
ence in all types of utility rate 
problems, these men also have 
the assistance of EBASco spe- 
cialists in the related fields of 
engineering, operation and 
finance. 


They’re available for consul- 


tation and assistance on any 
phase of your problems— in- 
cluding the preparation and 
presentation of data before 
regulatory bodies. 


Write for folder on Rate and 
Economic Research for Public 
Utilities. 


EBASCO 


SERVICES 


INCORPORATED 


TWO RECTOR STREET, NEW YORK 6, N.Y. 
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BARBER Designs 
— As Well as Builds — All Types of 
Appliance Burners : 


Barber not only makes countless types of burner units for hundreds ot gas 
ppliance manufacturers, but also continually functions, for its customers, as a 
rce of basic engineering assistance, and a testing laboratory for the design 
d development of these various burners. Starting from scratch, Barber can 
ign and then produce the correct unit—in shape, size, jets, fuel capacity, and 
y special characteristics—to suit any individual appliance, no matter what its 
or the type of fuel to be consumed. 


Many leading appliance makers will have nothing else but Barber Burners, 
ause they have learned from years of experience that Barber is best cqneret 
provide the utmost in operational effiziency and in freedom from heada : 
diess expense, and consumer complaints. To get this kind of co-operation on 

bur burner problems, you have only to call on us. The superior quality of Barber 
rners is always a favorable ection on the merit of products which you 
ke, sponsor or sell. 


No. U-24 Burner 


Barber, the pioneer specialist in the industry, freely offers its expert 
consulting and development services for your use, without obligation. 
Ask for Catalog. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


3ARBER BURNERS 
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FOR e A HIGH DAILY FOOTAGE 
® FAST ACCURATE DIGGING 
© MINIMUM “DOWN TIME” 
@ LOW OPERATING COST 
@ MINIMUM MAINTENANCE 


Whether the work’s for 


Oil, Gas, Water, farm or airfield 
Telephone, Sewer, LINES = OR drainage, build- 
Gasoline, Power \ ing foundations 


did’ For the CLEVELAND Model best fitted for your work consult 
ar your nearest CLEVELAND dealer, or write direct. 

B A 

Nes . a! 
mas” THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE © CLEVELAND 17, OHIO 
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Pages with the Editors 


HE natural gas industry is gradual- 

ly going into the hole. But it is a 
very special kind of hole—one so provi- 
dent that it recalls some of the old vaude- 
ville jokes about the smart farmer who 
sold post holes to the utility companies, 
and so forth. In short, it is the hole cre- 
ated by dry wells and other cavernous 
places in the earth which are now found 
suitable for storage of natural gas at or 
near the distribution end of long-haul 


pipe lines. 


THE increasing economic importance 
of this fascinating new industrial tech- 
nique is described in the joint article in 
this issue (beginning page 346), entitled 
“Mother Earth’s Storage Tanks.” E, G. 
DAHLGREN, one of the coauthors, has for 
a number of years been assistant secre- 
tary of the Interstate Oil Compact Com- 
mission, His collaborator is LARston D. 
FARRAR, well-known Washington pro- 
fessional writer whose articles appear 
frequently in this and other business and 
economic publications. 


But it is a challenging fact that a mere 
hole in the ground can come to have a 
special value and purpose of its own. It 
would not be too surprising, in the light 
of the discussion in the DAHLGREN-F ar- 
RAR piece, to hear some day of gas com- 
panies scouting the countryside to buy up 
dry wells and empty caverns in strategic 
locations. 


pene of storage space, the open- 
ing article in this issue deals with a 
somewhat allied problem of finding an 
empty dam to place a flood when a 
flood occurs. Tourists and others who 
visit flood-control projects in the Miami 
Conservancy District in Ohio note with 
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RAYMOND A, SCHMIDT 


interest the plaques which appear telling 
the world that these projects are for flood 
control only, not power production, The 
basic idea is that a full pot catches no 
water. Thus, there is no stored water 
for power production which would be an 
embarrassing hindrance in case of sud- 
den flood-control demand. 


Tue author of this leading article on 
the Miami Conservancy District is Ray- 
MOND A, SCHMIDT, a newcomer to the 
public utility field who was appointed 
only last May to become assistant to the 
president of the Dayton Power & Light 
Company, K. C. Long. Mr. ScH MDT is 
a graduate of Marquette University 
(BS, MS) and the University of Ill- 
nois (MSE). Prior to World War II he 
spent twelve years in the Milwaukee vo- 
cational school, teaching practical -elec- 
trical engineering. During the war he was 
assigned to Wright Field at Dayton and 
rose to the rank of Lieutenant Colonel 
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-culting champions! 


NTERNATIONAL| DIESEL CRAWLERS 


That's an International TD-14 Diesel Crawler 
in the scene above. It's leveling a rock- 
studded area for other equipment on the job. 

In the smaller scene an International 
TD-18 Diesel is doing a similar job ot another 
location. Both are used to build roads and 
maintain them as well as clearing land. 
Fast workers for little “wages”, with long 
working lives. 


Costs tumble before these unbeatable 
tractors when there’s land-leveling, ex- 
cavating or any other bulldozing work 
to do. 

Advanced engineering gives Interna- 
tionals many features which make them 
cost-cutting champions, such as: 

pre-combustion fuel injection, all- 

weather starting, Tocco-hardened 
crankshafts, unit construction for 
service accessibility, rugged build 
that means long working life, pres- 
sure lubrication of all moving engine 
parts, and many other features that 
reduce operating and maintenance 
costs. 
Let the International Industrial Power 
Distributor near you give you the whole 
story of International Diesel superiority. 
Industrial Power Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue + Chicago 1, Illinois 


INTERNATIONAL POWER 


CRAWLER AND WHEEL TRACTORS - DIESEL ENGINES - POWER UNITS 
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8 PAGES WITH THE EDITORS (Continued) 


as a result of six years at that post. It 
was while on this tour of duty that he be- 
came interested in the near-by Miami 
Conservancy District. 


* * * * 


oHN H. Barker, whose article 
J “Sparking the Employee Magazine” 
begins on page 340, is another Ohio utility 
man who makes his debut as a contributor 
to the ForTNIGHTLY, A native of Grand 
Rapids, Michigan, Mr. BARKER is a 
graduate of the University of Michigan 
School of Journalism (’37), and worked 
in various reportorial and editorial ca- 
pacities on the Toledo Times, joining the 
Toledo Edison Company in 1942. He 
served in the Navy during World War II 
as a Lieutenant and took his present post 
of publicity director with the Toledo Edi- 
son Company in 1946. 


* ss * 


H. Diets, whose article on cus- 

e tomer contributions begins on 

page 354, is a graduate of the University 

of Kansas (BS, ’32) and Columbia Uni- 

versity (MS). He is now a lecturer in 

accounting at the University of Tulsa. 

Mr. DIELs was an accountant for various 

companies of the Cities Service system 

until 1943, and still serves on the staff 
of a Tulsa accounting firm. 


* 2k * * 


a of the problems of locating 
dam sites recalls an unusual human 


M. H. DIELS 
SEPT. 11, 1947 


interest story concerning the great gov- 
ernment project on the Columbia river, 
Grand Coulee—a story which is a credit 
to the U, S. Fish and Wild Life Service. 
It is revealed in the recent announcement 
of a successful biological experiment in 
changing the spawning habits of salmon 
in the Columbia river. 


For untold ages these fish, upon at- 
taining the age of four years, have fought 
their way back unerringly upstream to the 
same spot where they were born. If they 
cannot reach that spot they die without 
spawning. If they do reach it, they die 
anyhow. But their offsprings—the finger- 
lings—swim downstream to the ocean 
and become large salmon and repeat the 
same life cycle four years later. 


WHEN Bonneville was built it was 
possible to install fish ladders to enable 
the salmon to by-pass the concrete apron. 
But Grand Coulee was too high and too 
massive. It was feared that over a thou- 
sand miles of spawning streams in the 
upper tributaries of the Columbia would 
be cut off, with a corresponding loss to 
the salmon fishery. 


Tue Fish and Wild Life Service 
gambled on the question whether the in- 
stincts of millions of years could be 
broken, In 1939, ascending salmon were 
trapped and the females were relieved of 
their éggs. These were then artificially 
inseminated and rushed by truck to the 
headwaters of streams which emptied 
into the Columbia below Grand Coulee. 


THREE years later when the ex-finger- 
lings, their fins clipped for easy identifi- 
cation, began to return from the Pacific 
ocean, they took without hesitation the 
various right and left turns into respec- 
tive tributaries to which they had been 
assigned. This year, it is no longer neces- 
sary to keep a check. The cycle has been 
completed and the fish now returning in 
large numbers were those which were 
spawned without the helping hand of 
man. 


THE next number of this magazine 
will be out September 25th. 
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proved customer and employee relations 


Customer accounting streamlined with new plan of Unit Bookkeeping 


¢ third step in Remington Rand’s system of Centralized 


bstomer Contacts and Records has been taken by many prominent 


blic utilities in order to personalize customer and company 
ations in all matters relating to customer accounting, 


der the Unit Plan of Bookkeeping, all bookkeeping responsibilities 
as many as 10,000 customer accounts are handled by one 


fividual. Among the many tasks which can be performed by the 


okkeeper at the Unit Bookkeeping Desk—without leaving the desk 
are the following : 


1 Post and prove all cash payments, transfers and adjustments 
2 Post service orders and changes to meter books 

3 Handle all final bill accounting 

4 Prepare meter reading books and list arrears for billing 

5 Prepare list of delinquent accounts 


ce the Unit Bookkeeping Desk is insulated, certified fire protection 

provided for all customer records at point of use 24 hours a day. = 
he need for transferring Meter Books, Service and Merchandise RRA 
dgers, etc. from safes to point of use is eliminated. 


Dr full details on the Unit Desk Plan of Bookkeeping, call our 
presentative or write direct to Public Utilities Systems Dept., 
5 Fourth Avenue, New York 10, N.Y. 
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Sparking the employee magazine, 340. 

Variety of taxes paid, 341. 

Company methods and problems covered, 343. 

— well informed through magazine, 


Mother Earth’s storage tanks, 346. 
Underground gas storage, 347. 


Economies effected through combination of 
transport and large-scale storage facilities, 


Pipe-line construction, 349. 

Elimination of gas wastage, 352. 

Should customer contributions be 
against the utility, 354. 

Nature of transactions, 355. 

Viewpoint of regulatory bodies, 356. 

Viewpoint of management of utilities, 357. 

Viewpoint of the courts, 359. 

Intention of management, 361. 

Inducement to extend facilities, 363. 


* 


charged 


In Washington and the Utilities 


TVA reforms for 1948, 365. 
That new FPC gas rule, 366, 
Depreciation tax basis, 367. 
MVA “rump” meetings, 368. 


* 
In Exchange Calls and Gossip 
Administration swinging away from excises, 


Statewide phone service is co-ops’ plea, 369. 
AT&T goes to market, 370. 
The Idlewild pattern, 371. 


In Financial News 


Consolidated Gas (Baltimore) convertible 


bonds, 372. 
Progress of holding company integration, 372. 


Production of electric energy (chart), 375. 
- 


In W hat Others Think 


The growing importance of human relations, 
376. 


When is a city not a city, 379. 


Management-stockholder codperation, 381. 


. 


In The March of Events 
Natural gas studies issued, 382. 
FPC sets hearing, 382. 
Reclamation to set up field offices, 382. 
News throughout the states, 383. 


* 
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CRESCENT SERVICE CABLES 


ertible E M P L OY 
m. 372 Endurite 


375, 

















Heat Resisting Insulation 


ations, \ \\ | @ CRESCENT SERVICE CABLES, sizes No. 6 AWG 
| and larger, are INSULATED with a Type R H Crescent 
31. | ENDURITE super-aging, heat resisting rubber com- 


pound of the best grade obtainable that gives 20%, 
greater current carrying capacity than ordinary code 
grade insulated service cable. 


@ Service cable is the bottleneck limiting the amount 
of customer demand for all appliances and future 
business for the contractor, dealer, wholesaler and 
power supplier. 


ngs |} @ With CRESCENT SERVICE CABLE you get maxi- 
rivate Bil mum load capacity, long life and value. Made in Type 
SE, Style U as shown; Style A with a galvanized steel 
armor tape over the bare neutral conductor, and in 
Type SD, Drop Cable. Sizes #12 to #2 AWG in two 
and three conductors. 


c redi 





r rate 


| CRESCENT INSULATED — & CABLE CO. 
horses all TRENTON, N. J. 


CRESCENT 


WIRE and CABLE 
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Secretary general, United Nations. 


Haroip E, STasseNn 
Presidential candidate. 


Henry A. WALLACE 
Former Vice President. 


C. T. MurcHIson 
President, Cotton-Textile 
Institute. 


W. RANbDOLPH BURGESS 
Vice chairman of the board, 


National City Bank of New York. 


Rosert W. JOHNSON 
Chairman, Johnson & Johnson, 
Brunswick, New Jersey. 


Excerpt from statement by 
United States Chamber of 
Commerce. 


Eart B, SCHWULST 
President, National Association of 
Mutual Savings Banks. 


CarMAN G. BLouGH 
Director of research, American 
Institute of Accountants. 


Eprror1aL STATEMENT 
The Wall Street Journal. 


Wisur J. Brons 
Columnist. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 





“Poverty anywhere means danger of an economic crisis 
everywhere.” 
- 
“Government should vigorously back up ‘the right of 
management to manage.’ ”’ 


> 


“The time has come to nationalize the coal industry 
under some type of coal authority.” 


* 


“We have only to proceed with intelligence to make 
the present situation even brighter.” 


> 


. one of the greatest responsibilities of our world 
leadership is that we ourselves maintain financial stability 
in this country.” 


5 


“Until we restore dignity in both the individual worker 
and his associations or union, we can have neither progress 
nor industrial peace.” 


* 


“Cleansing of the labor movement of Communism will 
lead to sounder, more peaceful, and more reasonable la- 
bor-management relations.” 


> 


“The simple teaching of economics is that the worker, 
the manager, and the capitalist all prosper only as output 
per man-hour increases.” 


* 


“Presentation of complete, fair, unbiased, and reliable 
accounting information can contribute much to renew the 
public’s confidence in business enterprise.” 


* 


“All over this world political parties which do not know 
what they think or have not the courage to say and act on 
what they think are disappearing. They are no loss.” 


> 


“One of the major problems confronting the nation 
today is the economic disorder brought about by more 
than a decade of deficit financing and confiscatory taxes.” 


12 
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EXIDE BATTERIES 


.-- always ready...always sure 


You can always count on Exide Batteries for prompt and 
powerful action the instant there is a call for storage battery 
power. Because of their long and trustworthy performance 
in Central Station service, Exide Batteries are preferred by 
a large percentage of the country’s light and power com- 
panies for control bus and switch gear operation, emergency 
lighting and other storage battery tasks. 


Exide Batteries have earned the confidence of engineers 
everywhere, and their widespread use is proof of their 
dependability, long life and ease of maintenance. 


Whatever your storage 

battery problems may & 
be, Exide engineers will 

be glad to help you J 
solve them. 


BATTERIES 





REMARKABLE REMARKS—( Continued) 


Cuar.es E, WItson 
President, General Motors 
Corporation. 


GEORGE TERBORGH 
Research director, Machinery and 
Allied Products Institute. 


R. H. HArGrove 
President, American Gas 
Association. 


Davin E, LItieNTHAL 
Chairman, Atomic Energy 
Commission. 


Epiror1AL STATEMENT 
The (Washington, D. C.) 
Evening Star. 


ARTHUR A, BALLANTINE 
Former Under Secretary of 
Treasury. 


WrtuiAM S. ALLEN 
Sales manager, Winchester Re- 
peating Arms Company, Inc. 


E. F. Hutron 
Resident, Westbury, Long Island, 
New York. 


Tuomas 1. ParKINSON 
President, Equitable Life Assurance 
Society of the United States. 


~~ James J. CAFFREY 
Chairman, Securities and Exchange 
Commission. 
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“Profits, along with savings, make possible the capital 


required to provide superior tools and facilities to expand 


production, and raise the standard of living for all.” 


* 


“We must never make mere stabilization the primary” 
aim of economic policy. An economy can sink into stagna- 
tion and decay if it. pursues stability and security first 
of all.” 


aa 


“The rising national income, which has jumped from 
$71,000,000,000 in 1940 to $164,000,000,000 in 1946, has 
opened new vistas for the expansion of the South’s natural 
gas industry.” 


* 


“There should be a clear understanding of the possible 
ways in which in future nuclear science can contribute to 
the everyday life, health, and prosperity of our people- 
a fascinating story.” 


* 


“The best hope of free labor and free industry lies in the 
recognition by both of them of the fact that, once we start 
down the road of nationalization, there will be little left 
of freedom for any one.” 


> 


“It is a mistake to suppose that reduction [of taxes] 
benefits only the taxpayer. Reductions would put increased 
drive into industry ; and, if history repeats itself, reduction 
is likely to be reflected] in increased tax yields.” 


> 


“To expect people and nations to rally around America 


we must be strong. W+ must produce more and distribute 7 


more goods at a mutual profit for everyone, from the top 
to the bottom of our social and economic system.” 


> 


“Citizenship in the U.S.A. is the most envied privilege im 
the world today. That is because we, the U.S.A., have 
been the most successful in developing popular gover 
ment, commonwealth, and real freedom and liberty.” 


> 


“There are fishers in troubled waters who wait for the 


day they can do their best missionary work in a bankrupt 


nation. We can defeat that lurking danger by pulling im 
our money belt now and facing the fact that we must pay 
for the war we won.” 


* 


“Section 11 provisions of the Public Utility Holding 
Company Act have meant in reality an invigorating process 
for investors, operating companies, and for holding com- 
panies capable of performing useful functions in the opera- 
tion of integrated properties.” 
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If the full safety factor is to be maintained in Provide constant support to the piping through- 
piping, then any weight transfer stresses caused out the entire range of vertical movement with 
by vertical movement of piping due to expansion Grinnell Constant-Support Hangers—the only 
or contraction, load change, surge or vibration constant support hangers. A lever, turning on the 
must be eliminated, Diagram illustrates this main pivot, balances the weight of a vertically 
problem—if pipe hangers “H” do not support shifting load because the change in moment arm 
full weight of the piping “P” in both cold posi- with lever rotation is such that the product of 
tion “1” and hot position “2”, then dangerous the moment arm and the spring force is always 
stresses may result at connections “C”. constant and equal to the weight of the piping.- 
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GRINNELL CONSTANT-SUPPORT HANGERS — 


the ONLY Constant-Support Hangers 
FEATURES: : 
@ Constant support of 
piping in all “Hot” 
and “Cold” positions. 
@ Full safety factor of 
the supported system 
is always maintained. 
@ Non-resonant, energy 
absorbing. 
@ Mass-produced from 
standard precision 
parts. 
Individual librated @ Three models meet en- 
for each he ey of load- 
@ Load-adjustment fea- travel A 
tures incorporated into @ Minimum headroom 
the design. required. 
Write for data book containing complete details. 
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Main steam line at Hell Gate Station of Con- 
solidated Edison Company is provided con- 


stant support by Grinnell Constant-Support 
Hangers. 
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HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


xx*r* 


PRESSURE VESSELS 


xx*«rk 


STEEL, IRON and 
BRASS CASTINGS 


xx* 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xr 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


Newport Nxv. -, 
VIRGINIA 
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assures recovery of fixed charges 
us ey ” Beets 
SARBAMO : | DEMAND: INSTRUMENTS 


The i increasing dissimilarity of nadern loads of commercial customers ‘i 

‘makes. it impractical to use averages in “establishing a sound basis. ; 
for recovery of fixed charges. The large. proportion of plant investment _ 
in relation to the total cost of service deserves exact determination 

of demand, This can best be done by measurement. Sangamo Lincoln- . ” 
us Type WD Demand Meters are simple, accurate, and economical 
- instruments for this purpose. Sangamo Demand Instruments are 
available i in an extensive line—designed for your particular nesds. . : 
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SANGAMO 


ELECTRIC «(/!) COMPANY 


SPRINGFIE ILLINOIS 
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MERCURY SWITCHES BY MERCOID 
HAVE THE ENDURANCE OF PROVIDING 


MILLIONS 


OF “MAKES” AND “BREAKS” IN THE ELECTRICAL CIRCUIT 





THEY ASSURE FULL Wet AD USED EXCLUSIVELY 
PROTECTION AGAINST aa IN ALL TYPES OF 
SWITCH TROUBLES MERCOID CONTROLS 


DA (Double Adjustment) 
Pressure Control 


MEANING 


BETTER AND MORE DEPENDABLE CONTROL PERFORMANCE 
INCLUDING MUCH LONGER AUTOMATIC CONTROL LIFE, 
FOR HEATING AND AIR CONDITIONING EQUIPMENT— ALSO 
FOR NUMEROUS IMPORTANT INDUSTRIAL APPLICATIONS 
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THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILL 
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{ National Transit Safety Conference ends, Chicago, Iil., 1947. 





» | og Dakota Telephone Association will hold convention, Sioux Falls, S. D., Oct. 1, 2, 





{ American Gas Association will hold annual convention, Cleveland, Ohio, Oct. 6-8, 1947. 








q 41007 Farm Electrification Conference will be held, Indianapolis, Ind., Oct. @ 





q National eo} Propane Association begins annual convention and trade exhibit, St. 
Louis, Mo., 1947. 





Page Transit Association will hold annual convention, Atlantic City, N. J., Oct. 
—10, - 





Indiana Electric Association begins meeting, French Lick, Ind., 1947. 





{' American Water Works Association, Michigan Section, begins meeting, Bay City, Mich., 
1947. 





| Oklahoma Utilities Association, Gas Division, begins annual conference, Oklahoma City, 
Okla., 1947. 





American Water Works Association, Southwest Section, will hold meeting, Little Rock, 
k., Oct. 13-15, 1947. 





| United States Inde - ndent Telephone Association will hold annual convention, Chicago, 
Ill., Oct. 14-16, 19 








{ American Bar Association begins annual meeting, Cleveland, Ohio, 1947. > 





q New Jersey Gas Association begins meeting, Trenton, N. J., 194 
4 Pacific Coast Gas Association begins annual meeting, San ty Cal., 1947. 





q Institute of Radio Engineers and West Cone Electronic Manufacturers Association begin 
combined meetings, San Francisco, Cal., 1947. 
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Courtesy, Layton rower & Light Company 


Huffman Dam, Miami Conservancy District 


Flood control on a local basis solves the problem at 
low cost. 
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Flood Control without Power 


How the people of the Ohio Miami valley, forming The Miami 
Conservancy District, solved the menacing flood disaster prob- 
lem by the construction of river-control dams only—rejecting 
a proposed power-control-power-development combination, 
paying the $31,000,000 cost out of their own pockets. 


By RAYMOND A. SCHMIDT * 


HENEVER one writes of a “fait 

accompli,” especially when the 

incident that set off the train of 
events occurred approximately thirty- 
four years ago, then good reason must 
exist for doing so. 

Here in Ohio, the “accomplished 
fact” exists in the form of a paid-up 
$31,000,000 project known as The 
Miami Conservancy District. The 
story behind this story, if ever written 
with completeness and verve, would 
result in an extremely dramatic narra- 

* Assistant to President K. C. Long of the 


Dayton Power & Light Company. For addi- 
a personal note, see “Pages with the Edi- 
rs, 
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tive. The characters in this chronicle 
would be the thousands of people who 
lent their support and assistance to 
those leaders who spontaneously arose 
to prevent the recurrence of the chaos 
and loss of life caused by the flood 
that swept the Miami valley in 1913. 
Another reason for recounting the 
record of The Miami Conservancy 
District at this time is that the lessons 
learned from the display of initiative 
by the people affected, if applied to 
those other areas which today are 
plagued by recurring floods, might 
appreciably reduce the effect of floods 
as a blight on our national economy. 
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Our story is replete with object les- 
sons which are especially applicable to 
today’s philosophy of living and get- 
ting things done. There appears to be 
altogether too much of a feeling to “let 
someone else do it!’ This feeling is 
extremely popular when the someone 
in the case is, for example, the Federal 
government. 

The villain in our story is the Great 
Miami river, which drains the south- 
western portion of the state of Ohio. 
This river, 163 miles long, has its 
source in Logan county just west of 
the center of the state. It empties into 
the Ohio river near Cleves, Ohio. The 
principal tributaries of the Miami river 
above the city of Hamilton, Ohio, are 
the Tallawanda, Sevenmile, Twin, and 
Wolf creeks, the Stillwater river from 
the west and the Mad river from the 
east. Wolf creek and Stillwater and 
Mad rivers join the Miami river in the 
city of Dayton, Ohio. 


—— Miami river drains a valley 
area of approximately 3,700 
square miles above the city of Hamil- 
ton, Ohio. This valley, called the Great 
Miami valley, is a prosperous com- 
munity with numerous busy cities and 
rich farm lands. It has always been 
afflicted by floods. The first flood of 
record in this area occurred in 1805, 
some twenty-five years after the city of 
Dayton was founded. At least once in 
each succeeding decade from that date, 
flood waters caused needless damage 
and produced chaotic conditions in this 
Great Miami valley. 

In March, 1913, a tremendous storm 
which lasted four days swept the valley. 
The streams feeding the Miami river 
rose rapidly and overflowed the levees 
in all valley towns. The water was 12 


SEPT. 11, 1947 


334 


feet deep on Main street in Dayton, 
Thousands of people clung to the roofs 
of their dwellings or sought shelter in 
the insecure safety of the attics of their 
homes. Over 400 lives were lost and 
property damage exceeded $100,000. 
000. The communities of the valley 
were prostrate. 

Many said that the people of the val- 
ley would not recover from the effects 
of this disaster. They failed to reckon, 
however, with the tenaciousness that 
characterizes the people of this valley. 
It is a kind of tenacity or “avowed co- 
hesiveness” which seemingly is disap- 
pearing from our way of life. 

The story of how the people of the 
valley lifted themselves by their own 
boot straps, as it were, needs to be told, 
and told again and again, in order to 
keep reminding ourselves that the will 
of the people transcends any beneficence 
which may be bestowed upon them 
by agencies far removed. Looking 
around today one can observe multi- 
tude of instances where people stand 
by helplessly rather than help them- 
selves. Today, more than ever before, 
we need to be reminded that direct ac 
tion by the people affected is far better 
than awaiting action tendered by out 
side sources. 


2 snag action by the people and fo 
the people of the Miami valley 
to prevent recurrences of damage dug 
to floods, was not long delayed. Be 
fore the wreckage was cleared from the 
streets, the citizens of Dayton definite 
ly decided that the Miami valley should 
never again suffer a repetition of sud 
a disaster. Acting through quickl 
formed citizen relief committees 
funds, to the amount of $2,000,000 
were raised by subscription in Dayto 
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alone. Twenty-three thousand con- 
tributors were responsible for this 
amount. An engineering firm was 
promptly engaged by the city of Day- 
ton to recommend remedial action for 
flood control. In its preliminary report 
the engineering specialists pointed out 
that the ravages of the Miami river 
could be checked only by the codpera- 
tive action of the entire valley. The 
state of Ohio did not have a law at 
that time which would permit the co- 
Operative action required. As a conse- 
quence, the Conservancy Act of Ohio 
was prepared and passed by the legisla- 
ture in 1914. It provided for the 
formation of conservancy districts in 
Ohio for the purposes of drainage or 
flood control. In June, 1915, The 
Miami Conservancy District was estab- 
lished and immediately went to work 
with its own forces to. build and main- 
tain flood-control work in the Miami 
valley in accordance with an Official 
Plan. 

Many schemes and combinations 
were studied before the Official Plan 
for flood control was adopted. Of all 
the methods possible, it was agreed that 
a combination of retarding basins and 
river-channel improvement would do 
the work. During this formative 
period, thought was given to the pos- 
sibility of combining flood prevention 
and power development. It was found 
impracticable to make this combination 
in the Miami valley. In fact, it was 
recognized here as early as 1916 that 
power development and flood control 
can be combined only by creating stor- 
age capacity in excess of that neces- 
sary for holding flood waters. It is 
axiomatic and too often overlooked 
that space used for storing water for 
power production cannot at the same 
SEPT. 11, 1947 


time be kept empty and thus available 
for storing water in time of flood. The 
economics of the situation decided that 
electric power could be developed 
more economically by other means, 
Furthermore, by adopting this policy, 
the valley would not have permanently 
denied for its use the large areas of 
valuable farm lands that would be in- 
undated by a combination power and 
flood-control program. 


Ber Official Plan, adopted only 
after very careful study of the fac- 
tors enumerated above, provided for 
the creation of holding basins and 
certain river-channel improvements 
which together would hold the Miami 
river in check. Five earthen dams 
known as Germantown, Englewood, 
Taylorsville, Huffman, and Locking. 
ton dams were completed. On each of 
the five dams there appears a plaque 
with the inscription : “The dams of the 
Miami Conservancy District are for 
flood prevention purposes. Their use 
for power development or for storage 
would be a menace to the cities below.” 

Levee and channel improvements 
were provided for at nine villages or 
cities. Four railroads were relocated. 
A whole town was moved and numer- 
ous other projects such as relocation of 
highways, wire lines, water and gas 
mains, new storm sewers, and other 
minor pieces of work, all were meticu- 
lously accomplished to assure the suc- 
cess of the Official Plan. 

Unlike many other flood-control 
projects, The Miami Conservancy Dis- 
trict improvements were paid for by 
the owners of the properties who actt- 
ally received the benefits and in direct 
proportion to the degree that they 
would benefit. As indicated earlier, tht 
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The Great Miami Valley 


ce HE Miami river drains a valley area of approximately 3,700 

square miles above the city of Hamilton, Ohio. This valley, called 
the Great Miami valley, is a prosperous community with numerous busy 
cities and rich farm lands. It has always been afflicted by floods. The 
first flood of record in this area occurred in 1805, some twenty-five years 
after the city of Dayton was founded. At least once in each succeeding 
decade from that date, flood waters caused needless damage and pro- 

duced chaotic conditions in this Great Miami valley.” 





entire project, costing $31,000,000, is 
paid for at the time of this writing. No 
state or Federal money went into the 
project. The benefits, from the ap- 
praisers’ record, totaled $77,000,000, 
or more than twice the cost of the proj- 
ect, 


} Ber flood - control system as con- 
ceived and erected does work ex- 
ceptionally well as has been demon- 
strated numerous times since the proj- 
ect was completed. In the period from 
1922 to 1943, a total of fourteen ma- 
jor storms occurred which would have 
caused damage had not the work of 
The Miami Conservancy District been 
accomplished. Excess water was 
stored behind each of the dams on 
many occasions. Each of the five dams 
n the system has stored water from 
itty to one hundred times. 
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The completed system is working so 
efficiently that, during heavy rain 
periods, the citizens of the valley are 
extremely complacent. In fact, tele- 
phone calls, relative to the conditions of 
high water, are rarely received by the 
conservancy district office. 

Some interesting side lights with re- 
spect to the operations of The Miami 
Conservancy District, involve the con- 
trol of land that would be affected by 
flood waters. The Conservancy Law 
requires that any proposed construction 
to be erected within the stream bed or 
in the overflow area of any stream 
within the boundaries of the district 
be submitted to the board of directors 
of the conservancy district for ap- 
proval. This provision ensures that 
there will be no encroachment on the 
safe waterway, as provided in the Offi- 
cial Plan. In effect, there is also a 
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guaranty that there will be no needless 
loss of life. 


og wsig to each of the five dams, 

there is created a considerable 
area of so-called reserve lands. These 
reserve lands, ranging in size from 240 
to 1,250 acres, have been madeavailable 
to the public for picnic and recreation 
purposes. Most of these reserve areas 
possess various facilities such as 
shelter houses, toilets, fire places, tables 
and benches, water facilities, pathways, 
etc. No admission fees are charged. 
Each year, especially since 1940, over 
a half-million people per year make use 
of these areas for outings. Parts of the 
areas have been designated as game pre- 
serves. Wherever practicable, trees ac- 
quired from the state forestry depart- 
ment have been planted. 

In brief summary for a moment, 
history holds no better example of the 
fighting spirit of a community, or of 
the determination of a people to come 
back from disaster. Neither accepting 
their fate with hopeless despair on one 
hand, nor expecting the entire nation 
to come to their aid on the other—these 
people planned a program based on 
self-help. It is a great achievement, ac- 
complished in the true American way. 

Momentous occasions and tragic 
events usually bring forth leaders 
among men. The Miami Conservancy 
District has had more than its share of 
illustrious and capable men as leaders 
and directors. An injustice is being 
done in not enumerating all of them but 
among them no name has been more 
closely associated with the accomplish- 
ments of the district than that of 
Colonel Edward A. Deeds, chairman 
of the board of the National Cash 
Register Company, Dayton, Ohio. He 
SEPT. 11, 1947 


has served as president of the distri 
from the day it was established un 

the present time. Colonel Deeds h: 
often said that the responsibility con 
nected with the conservancy districj 
was the greatest he has ever born 

Those associated with him shared thaj 
feeling for the reason that, in a proje 

of the kind partially described in thesd 
paragraphs, there is no margin fo 
error. It had to be planned even bette 
than the Panama canal. 


— here on, our villain in this sto 
changes character. The Miami 
river has been tamed. Whatever prob 
lems may confront the people of thd 
valley in the future, floods will not be 
one of them. A quotation from the in 
spection report by the board of direc 
tors of the conservancy district, ren 
dered in 1944, says in part that “The 
works of the district are well main 
tained and they do function efficient! 
and effectively at all times to the full 
extent originally planned.” The d 

tention basins created by the dams have 
been designed to hold a volume of 
water which is 40 per cent greate 

than that which inundated the valley 
in 1913. During the years the syste 

has been in operation, the basins hav¢ 
never been filled to more than 20 pe 
cent of assigned capacity. The residents 
of the valley are thus assured thai 
security from floods is theirs. 

The story of The Miami Conserv- 
ancy District is told herein with un 
abashed local pride. That other con- 
munities should do likewise is a preach 
ment which should not be lightly it- 
dulged in. The relative importance of 
the Miami flood-control program, and 
its effect on reducing flood conditions 
along the Ohio and Mississippi, is a¢- 
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nittedly negligible. In this connection, 
e United States Army Engineers 
BBiave done an excellent job in determin- 

ing the situation. It is estimated that 
e effect of the Miami basin in hold- 
Ming back flood water from a flood like 
at of 1913 results in a one-half inch 
«duction in level during flood stage of 
e Ohio river at Cairo, Illinois. This 
Ws not very much but it must be remem- 
bred that the check basins of the 
Miami District were designed to handle 
the water that caused local floods at 
minimum cost. 


N° of course, the Miami valley 


: is not the only tributary to the 
am Ohio river. It is also true that the con- 
ditions of the Miami valley do not 
exactly fit the conditions of fifty or 
sixty other areas drained by streams 


The same would be true for any 
other of our large rivers. No doubt, 
some similarities do exist and, there- 
fore, the benefits of storage basins and 


improved channel flow, if applied to 
local tributaries to our main rivers, all 
together would add up to a considerable 
reduction in height of flood waters at 
the mouth of these great rivers that to- 
gether feed the Mississippi river. 

Back in 1936, the United States 
Army Engineers made a detailed study 
of this entire problem for the Ohio 
rtver valley. It is not deemed proper 
to again report their findings here, but 
let it suffice to say that if sixty separate 
contributory basins could each cause a 
reduction in flood level amounting to 
one-half inch, then the total of thirty 
inches, or two and a half feet, applied 
along the length of our great rivers, 
would mean the difference between 
overflowed levees as against safe water 
carrying ability. What it will take to 
do this is another matter. This much 
can be said, however, that in the story 
of The Miami Conservancy District 
presented herewith, the American Way 
for accomplishing a segment of such a 
broad program has been humbly but 
proudly delineated. 





The Dilemma of Unprofitable Transit Operations 


CON] EW YORK city isn’t doing badly at all on the income 
side. Its present discomfort is due to the usual reasons, 


an inexhaustible capacity for absorbing taxpayers’ money. 
The more cities get, the more they spend. 

“There is another reason in New York’s case, a $57,000,000 
deficit on subway operation. No New York city administration 
will ever face the subway fare problem realistically if it can find 
a way to avoid it. Political considerations, never the facts of 
economics, have always been controlling on the fare issue. 
New York is unwilling to make the subway users pay for the 
service they receive or to adopt economies to absorb the deficit. 
Instead, it asks the people of Buffalo, Rochester, Syracuse, 
Albany, and all points between to shoulder a burden for an 
uneconomic transit system which the city won't ask its own 
people to bear.” 

—EDITORIAL STATEMENT, 
The Newark Evening News. 
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Sparking the Employee Magazin 


How one major utility organization went about 
developing a special and characteristic function for 
the company’s employee publication to fulfill. 


By JOHW H. 


ONVERSION of its employee 
magazine from the “Joe-Line- 
man-went-fishing”’ type of gos- 

sip sheet to a publication which stresses 
honest reporting of company policy 
and operation is paying off in steadily 
improving employee and public rela- 
tions for the Toledo Edison Company. 

With its editorial emphasis shifted 
from Mary Jones’ boy friend to such 
policy matters as taxes and rates, the 
Toledo Edison News is doing a sincere 
educational job for the company’s 1,- 
600 employees. 

Further, Edison officials believe, the 
magazine’s presentation of power com- 
pany economics is effective in counter- 
acting collectivist propaganda and mis- 
conceptions about private utility opera- 
tion, 

The change was based on the belief, 
first, that a well-informed employee is 
equipped to do a better job and, second, 
that in his neighborhood circle each 
employee is a spokesman for Toledo 
Edison and as a public relations repre- 


*For personal note, see “Pages with the 
tors.” 
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sentative he should be thoroughly 
briefed on company affairs. 

Convinced the company’s policies arg. 
fundamentally sound, Edison execu 
tives felt they needed only honest, und. 
biased presentation for acceptance by 
Edison people and their friends. Th¢ 
employee magazine, of course, was the 
logical medium. 


CASE in point is the Toledo Ediso 
News’ discussion of the numbe 
and amount of taxes paid by the co 
pany. The story, written by W. k 
Moran of the auditing department, ap 
peared coincidentally with the paym 
by the company of a half-year’s taxes 
to the Lucas county treasurer. Mora 
leads off the story imaginatively: 
“Imagine Howard Trautwein, co 
pany cashier, at one of the collection 
wickets on the sales floor, paying $6.58 
into an outstretched hand. Once ev 
minute the hand reaches out and he 
peats this payment. If Howard oo 
tinued this for an 8-hour day, I 
would have paid to that man acros 
the counter the sum of $3,158. 
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“Now Howard calls in Herb Duck, 
luke Beard, and Harold Haberstitch 
» relieve him on a 24-hour shift. In 
me day they would have paid $9,475. 
In one month the payment would 

ount to more than a quarter-million 
jollars. In One year nearly three and 
me-half million dollars would have 

anged hands. 

“Of course it isn’t done that way, 
wt this illustration gives you an idea 
how much money the Toledo Edison 
ompany pays out in taxes each year.” 

Titled “Edison Pays the Tax” and 
illustrated with a photo of an actual 
wax check for $236,124 payable to 
Ymlucas county, and another of A. C. 

an Driesen, company treasurer, pass- 
ing the check to the county treasurer, 

e tax story was told in simple under- 
standable language. The figures were 
Ymbroken down to a level where they had 
‘: dollars-and-cents meaning for the 
‘ordinary wage earner. Employees 
names were used liberally to add in- 
terest and significance to their jobs. 


DoINTING out that even with slightly 

decreased taxes in 1946 and 1947, 
he company’s tax bill will be half again 
ps big as that paid in the highest pre- 
war year, the story described the 
variety of taxes paid: 

“Like most citizens, the Toledo Edi- 
son Company finds that Federal income 
axes require the largest portion of the 
ax dollar. About 45 per cent of Edi- 
impon tax payments now go for that pur- 
ose. Private citizens have discharged 
ost of their obligation to the Federal 
fovernment after they have made in- 
‘ome tax payment. For electric utili- 
ies, however, there is another large 
ax, the Federal energy tax. 

“For the Edison, this tax amounts 
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to nearly $300,000 each year. Old-age 
retirement taxes, paid by employees 
through payroll deductions, are 
matched in amount by a social security 
tax paid by the company. Money re- 
ceived from this tax is divided between 
the state and Federal governments and 
issued to provide social security bene- 
fits and to set up the fund from which 
unemployment compensation is paid. 
“The Toledo Edison Company pays 
taxes on real and personal property 
just as any other property owner does. 
The only difference is that a special 
system has been devised by the state to 
allocate the total value of Edison prop- 
erty to the various taxing districts in 
which company property is located. 
“Real and personal property taxes 
cost Edison more than $625,000 each 
year. In some taxing districts, Edison 
payments are the largest received and 
are a substantial contribution to the 
cost of operating schools and other 
functions of local government.” 


) a small editorial box accompany- 
ing the article a tabulation of the 
amount paid Lucas county by Toledo 
Edison, Ohio Bell, the Toledo Trust 
Company, New York Central, Ohio 
Fuel Gas, and the Pennsylvania Rail- 
road shows the Edison total not only 
leading the six biggest taxpayers but 
equaling their combined totals. 

The story then describes the state 
excise and sales taxes as well as others. 
In conclusion it compares the com- 
pany’s tax bill with that of a Federal 
power project. 

“In the year ending June 30, 1945, 
the government-owned Tennessee Val- 
ley Authority, plus all of its municipal 
and codperative distributors, paid taxes 
and tax equivalents equal to $4,203,- 
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601. In the same period our own com- 
pany, selling less than one-tenth as 
much power as did the TVA, had tax 
costs (electrical department only) of 
$3,436,242. 

“Every kilowatt hour sold by Toledo 
Edison carried a tax burden of 
$0.0035, more than one-third of a cent. 
Taxes borne by the TVA power were 
$0.0004, or four one-hundredths of 
one cent. This was about one-ninth the 
tax paid by Toledo Edison.” 


ae example of the Toledo 
Edison News’ power company 
economics series was a story titled 
“How Much Is Your Job Worth?” ap- 
pearing in the May, 1947, issue. De- 
signed, like the tax story, to bring the 
astronomic figures of Edison’s fiscal 
operation to an understandable level, it 
showed that an individual working in- 
dependently would have to invest near- 
ly $118,000 to earn the average Edison 
worker’s 1946 wage of about $3,000. 

“Charles E. Ide, executive vice 
president and general manager, says 
that each job at Edison represents a 
capital investment of $60,000 in plant, 
equipment, tools, trucks, and so on,” 
the story continued. 

“Since you are one of the 1,406 
(average 1946) men and women who 
helped run this business, let’s see what 
you did with your $60,000 invest- 
ment. First, you made 653,270 kilo- 


watt hours of energy. (Edison made 
and sold 918,497,630 kilowatt hours. ) 
“You sold it for $12,724. (Edison's 
revenue was $17,889,508. ) 
“Tt cost you $2,684 for fuel to make 
electricity. (Edison’s fuel bill was $3, 
773,103 for coal and oil. )” 


HE story went on to say this aver- 

age employee set aside $1,032 for 
depreciation, paid $1,858 in taxes, paid 
$3,652 for the use of “the money with 
which you bought the $60,000 worth of 
tools,” because “‘it takes money to get 
money,” and, finally, paid $550 for in- 
cidental expenses, leaving $2,948 for 
himself. This, the article pointed out, 
represented a 4.9 per cent return on the 
$60,000 investment—much better than 
the usual return on good, sound securi- 
ties. 

Concluding, the article showed that, 
based on calculations by Charles 
Steinmetz and Kent’s Mechanical En- 
gineers’ Handbook, nearly 10,000,000 
men would have to work a year without 
tools to equal the output of Edison's 
employees with their $60,000 worth of 
tools each, 

To supplement the editorial content 
on the subject, the Edison News also 
runs the N. W. Ayer advertisements 
dealing with private utility economics 
which are sponsored nationally by the 
electric light and power company 
group. Usually the ads appear on the 


e 


compete with national publications on the library table in 


q “.. the Epson News isn’t all business. Because it must 


employees’ homes, every effort is made to provide it with 
an appealing cover, plenty of good pictures and art work, 
and carefully chosen make-up and typography. Cartoons, 
features for women, and light, human interest material are 


used liberally.” 
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SPARKING THE EMPLOYEE MAGAZINE 


back cover to call attention to the na- 
tional program and its radio show. 


be PANY methods and problems are 
covered completely in the maga- 
ine. During last fall’s coal strike a 
sory was published describing the min- 
ing industry, showing Toledo Edison’s 
dependency upon it, and outlining the 
steps taken to keep boilers fired during 
the period of shortage. The recent 
Toledo Edison annual meeting was 
covered impartially, much as a news- 
paper would cover an important com- 
munity event. As the company em- 
barked on a refinancing plan and a 
$29,000,000 expansion program, the 
Edison News took its readers through 
the procedure step by step. The prob- 
lems involved were clarified in letters 
from Mr. Ide printed inside the maga- 
tine’s front cover. Local news breaks 
were planned, when possible, to coin- 
cide with the delivery date of the maga- 
zine so employees and their families 
would get the entire story as a back- 
ground to the newspaper announce- 
ments. 

To give Edison people a broad 
knowledge of their company’s opera- 
tion and the problems it involves, a 
series of departmental stories is being 
run, and engineers and other techni- 
cians are invited to contribute stories 
on scientific devices and methods. 

“The task of keeping some 9,700 
commercial meters, 98,000 residential 
meters, 2,200 industrial meters, and 1,- 
100 direct current meters in service in 
the Toledo area belongs to the electric 
meter department,” one of these de- 
partmental stories began. “A large 
part of their business is testing these 
meters . . . and the net result of this 
testing is to guarantee the customer 
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that he is getting all he pays for, 
whether it be the almost infinitesimal 
amount of current it takes to run a 
clock or the huge amount it takes to 
heat an electric furnace.” 


HE company’s complicated net- 

work calculator was described in 
the Toledo Edison News by Engineer 
Marvin W. Keck who works with the 
device. 

“The design and operation of a mod- 
ern electric power transmission and 
distribution system depends, to a large 
extent, upon an accurate knowledge of 
short circuit currents and load distri- 
bution. . . . The network calculator is 
a device which makes it possible to set 
up a miniature Toledo Edison system, 
so arranged that the current flowing in 
each circuit can be measured.” 

Then he proceeded to outline the 
uses for such an instrument and tell 
how it makes many employees’ jobs 
easier. 

Published by the publicity depart- 
ment, the Toledo Edison News is 
edited by Nelson Randall. With ex- 
perience in the printing trades and in 
newspaper editorial work, Randall 
worked as an investigator for the com- 
pany before the war, served as a Lieu- 
tenant Colonel with the 37th Division 
in the Pacific, and was named editor of 
the magazine upon his return to Toledo 
last year. Besides writing a large por- 
tion of the 24-page magazine, he helps 
the technicians and specialists prepare 
their stories, adhering to a policy of 
“no preaching” on the one hand, and 
“no cute and folksy stuff” on the other 
—just straightforward reporting. Sup- 
plementing the regular assignments of 
the newly established photo lab (staffed 
by ex-servicemen who learned photog- 
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Employees Well Informed through Magazine 


“... from employee comments and reactions, the TOLEDO Epison News 

is thoroughly read and well liked. As a result, the Edison lineman or 

stenographer you talk with in Toledo is likely to be as well informed as 

a vice president on current company Operation. They can tell the com- 
' pany story straight...” 





raphy in the Army and Navy), Ran- 
dall also operates a camera and con- 
tributes a large volume of pictures to 
his publication. 


HE editor is strong on stories 

which stress stability of Edison 
employment. He gives big play to 
articles involving veteran employees 
and runs a page of pictures each month 
congratulating people who have recent- 
ly added five more years to their Edi- 
son records. Opportunities for ad- 
vancement also are emphasized : 

“D. J. Roux, field engineer in the 
chief mechanical engineer’s office at 
Acme station, has been promoted to 
maintenance engineer of the power 
production department. 

“Behind this straight news story 
about Jerry Roux getting promoted lies 
a genuine success story of perseverance 
personified in a man who never knew 
it couldn’t be done.” 

The story told how Roux came to 
Edison from grade school to carry 
mail, how he earned a high school 
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diploma and later a professional engi- 
neer’s certificate by attending the Uni- 
versity of Toledo night school. It was 
illustrated with pictures of the subject 
at work, studying for engineering 
exams, and at home with his family in 
his recently completed house. 


I* another employee-relations story, 
titled “If I Were a Boss,” and carry- 
ing a by-line “as told to Nelson Ran- 
dall,” the editor aimed at supervisory 
personnel, 

“Tf I were a boss, I’d bend over 
backwards to be fair and impartial. I'd 
go out of my way to see that no man 
had a reason to accuse me of having 
favorites, even if I had to keep books 
on whose turn it was to do the next dis- 
agreeable task. 

“I wouldn’t figure that being fair 
and just meant I had to be aloof and 
untouchable. Without getting chummy 
or palsy-walsy, you can be genuinely 
interested in men’s affairs, so that you 
can ask intelligent questions about 
things that are important to them. 
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SPARKING THE EMPLOYEE MAGAZINE 


“I’d ask plenty of questions. That’s 
one of the best ways to reach most 
men—ask for an opinion about some- 
thing or ask them to give you a hand. 
Let them do you a favor. People like to 
do favors; it builds up their self- 
esteem.” 

And later: 

“I realize that many outfits have 
gotten pretty big. It’s no easy matter 
for The Man to know everybody like 
he did when he had a one-horse con- 
cern and his wife and yours had a 
speaking acquaintance at the corner 
grocery, 

“I’ve got a hunch that’s half of 
what’s the trouble in some of these big 
concerns ; the guys in their plants just 
don’t know that ‘management’ is pretty 
much the same kind of people they are 
and with the same kind of troubles— 
kids to raise, bills to pay, and a bowling 
average of around 120.” 


A” further along: 

“You've got to criticize now and 
then or you’re no boss, but it better be 
helpful criticism, sugar-coated with a 
few comments on the good things a 
man has done. I’d never do or say 
anything to a man under me that might 


cause him to lose his feeling of impor- 
tance, self-respect, and pride.” 


F course the Edison News isn’t all 
business. Because it must com- 
pete with national publications on the 
library table in employees’ homes, 
every effort is made to provide it with 
an appealing cover, plenty of good pic- 
tures and art work, and carefully cho- 
sen make-up and typography. Cartoons, 
features for women, and light, human 
interest material are used liberally. 
With the help of correspondents in all 
departments, employees’ names are 
used as frequently as possible, but al- 
ways according to one rule: They must 
appear in connection with legitimate 
news stories, not gossip. 

Following these principles-we believe 
we are getting the greatest good from 
our employee magazine. As near as we 
can tell from employee comments and 
reactions, the Toledo Edison News is 
thoroughly read and well liked. As a 
result, the Edison lineman or stenog- 
rapher you talk with in Toledo is likely 
to be as well informed as a vice presi- 
dent on current company operation. 
They can tell the company story 
straight and that is all we ask. 





aki Bey: who think extension of industry-wide bargain- 
ing would be good for the public often emphasize the 
fact that it has worked smoothly in England, where it has been 
extensively practiced. Not the least of the things it has smoothed 
in England, however, is the transfer from private enterprise 
to state Socialism of industries in which industry-wide bargain- 
ing by monopolistic unions and employer groups had so badly 
undercut competition that private enterprise had lost much of 
its justification, A general extension of industry-wide bar- 
gaining could be expected to have the same consequences in 


this country.” 


—James H. McGraw, Jr, 
President, McGraw-Hill Publishing Company, Inc. 
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Mother Earth’s Storage ‘Tanks 


While the use of these great reservoirs seems to have 

been confined thus far to North America, it is certain, 

since the occurrence of natural gas is widespread, that 

eventually the practice will be followed all over the 
world. 


By E. G. DAHLGREN anp LARSTON D. FARRAR* 


ODERN industrial engineers 
M learn every day that it’s diffi- 

cult to improve on Mother Na- 
ture. The trick of finding a new 
mechanical technique, or developing a 
new storage area, seems to consist 
mainly in studying natural phenomena 
and learning how to use what is al- 
ready at hand because nature put it 
there. 

The newest development along this 
line is the increasing emphasis which 
natural gas distributors are placing on 
the use of old natural gas fields as 
storage places. The mere fact that old, 
depleted gas fields could be used for the 
storage of natural gas piped from other 
more recent fields is not “new” in the 
same sense as Russia’s latest diplo- 
matic move may be looked upon. But 
it is new in the sense that in the past 


* Mr. Dahlgren is assistant secretary of the 
Interstate Oil Compact Commission, with 
headquarters in Oklahoma City, Oklahoma. 
Mr, Sesser is a nationally known professional 
writer of business and popular articles. 
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decade, for the first time in history, bil- 
lions of cubic feet of natural gas have 
been successfully stored in Mother 
Earth’s airtight lungs. 

It is also news that the practice has 
been proved so feasible from the eco- 
nomic standpoint it will be even more 
popular in the future. Men are out 
looking for old gas fields that can be 
used for storage places right now. 

In this particular instance, as in 
many another in the industrial field, 
necessity has been the mother of inven- 
tion; or, more correctly, necessity has 
been the mother of increasing use of 
the idea. 

The depletion of natural gas fields 
in the eastern United States and the 
construction of pipe lines for thousands 
of miles to bring natural gas from the 
southern and Southwest fields to aug- 
ment the dwindling eastern supplies 
have made mandatory the use of new 
techniques to store natural gas during 
the summer months so that it would 
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be available in the peak-use winter 
months. 






 Ryprragcon Fact No. 1 confronting 
the owners of the long, overland 
natural gas pipe lines has been that the 
lines must be operated at peak capacity 
to pay off, from an investment stand- 
point. Since use is “off” in the summer 
months, such peak transmission could 
not be carried out unless adequate 
storage facilities are available. 
Industrial engineers have made use 
of several methods of storage. One 
such method was described in a recent 
(May 22, 1947) issue of Pustic 
UTILITIES FORTNIGHTLY. It concerns 
the new technique for storing pres- 
sured natural gas in buried pipes by the 
Public Service Company of Northern 
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ee Illinois. This is merely a “pilot plant” 
installation, put into operation to prove 
ther . : ; 
the idea before a larger investment is 
h made. 
Fees But engineers already have proved, 
nee by use, the extreme economy of stor- 
— ing natural gas in old, depleted fields. 
oe As long ago as 1915, in Welland 
n be county, Canada, the first successful 
| a underground storage of natural gas 





took place. A year later, a second such 
storage field was placed in operation in 
the Zoar field, near Buffalo, New York. 

Gradually, as the need for more and 
more storage space came about, due to 
increased use of natural gas and the de- 
pletion of fields in strategic industrial 
areas, engineers turned more and more 
to the use of old gas fields for storage. 
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York, Ohio, Oklahoma, Pennsylvania 
and West Virginia, About 50 are 
located in the Appalachian region, 
comprising Ohio, Kentucky, West Vir- 
ginia, Pennsylvania, and New York. 

Information on all the underground 
gas storage fields in the nation still is 
incomplete, but, based upon the data re- 
ceived by the Interstate Oil Compact 
Commission, it is estimated that the 
nation’s storage areas have a delivering 
capacity of about 1,500,000 M cu. ft. of 
gas per day. It is estimated that the 
storage areas have contained more than 
120,000,000 M cu. ft. at their maxi- 
mum peak, while their maximum prac- 
tical capacity is estimated at 250,000,- 
000 M cu. ft. It is interesting to note 
that the amount of gas reported in stor- 
age areas on October 31, 1946, was 
more than 105,000,000 M cu. ft., while 
the February 28, 1947, amount in the 
same storage places totaled only 77,- 
500,000 M cu. ft. indicating the huge 
amounts distributed during the peak- 
use winter months. 

It is well known that many eastern 
natural gas companies have not been 
able to meet their peak demands. The 
result has been that industrial gas con- 
sumption in some instances has been 
curtailed severely. The declining Ap- 
palachian fields, which now contain 
only a small percentage of the nation’s 
gas reserve, have been unable to supply 
winter demands. 


_—oe facts have encouraged the 
completion of long-distance trans- 
mission pipe lines from the Southwest 
to supply the deficiency. However, the 
Panhandle Eastern, the Tennessee Gas 
& Transmission, and the Big Inch 
lines combined have been unable com- 
pletely to fill the needs. 
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Therefore, the Appalachian opera- 
tors, fighting a losing battle against de- 
pletion, have forced those operating 
companies, dependent upon Appala- 
chian supplies, to establish under- 
ground storage areas for seasonal re- 
serves. 

Underground storage operations in- 
volve the injection of natural gas under 
high pressure to depleted, or partially 
depleted, gas and oil fields with a re- 
sultant build-up in pressure. The 
process can be compared to the pump- 
ing of air, gas, or any other gaseous 
substance that can be stored, into any 
container and closing the central open- 
ing for future use. 

The storage fields usually are replen- 
ished during off-peak periods by using 
surplus gas from pipe lines, by taking 
gas continuously from so-called strip- 
per gas wells that must be producing 
all the time to justify economic opera- 
tion, and the withdrawal of gas from 
highly competitive areas. The neces- 
sity for storage areas to be located ad- 
jacent to large distributing centers 
should be emphasized. 


HERE are two types of storage 

fields. Small pools containing no 
more than two or three billion feet of 
gas at 500 pounds restored pressure 
are adaptable for peak-load conditions, 
as it is possible to obtain high deliver- 
ability in a short time from this type of 


pool with a minimum of gas tied up in 
permanent “cushion.” Large, or 
medium-sized, pools are excellent for 
balancing out a system, or increasing 
the load factor on a long-distance pipe 
line. This type of pool can handle regu- 
lar daily injections during the summer 
months and steady daily withdrawals 
during the winter months, 

The annual report for 1946 of the 
Columbia Gas system reveals that this 
company’s 16 “gas vaults” had ap- 
proximately 38,600,000,000 cubic feet 
in storage on December 31, 1946. This 
is about 10,000,000,000 more than was 
in storage two years before. In 1946, 
according to the report, about-12,000,- 
000,000 cubic feet were withdrawn 
from storage, with about 15,000,000,- 
000 put into storage. The Ohio Fuel 
Gas Company, a subsidiary company, 
has begun using the Knox storage field 
in Knox county, Ohio. This field had 
about 1.35 billion cubic feet in storage 
in the fall of 1946, with a deliver- 
ability of 24,000,000 cubic feet per day. 

The companies comprising the Con- 
solidated Natural Gas Company had 
approximately 36¢ billion cubic feet of 
gas in the 15 underground storage 
pools operated by its subsidiaries; 
namely, the East Ohio Gas Company, 
the Peoples Natural Gas Company, the 
New York State Natural Gas Cor- 
poration, and the Hope Gas Company. 
One new storage pool will be added in 
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panies have not been able to meet their peak demands. The 


q “It is well known that many eastern natural gas com- 


result has been that industrial gas consumption in some in- 
stances has been curtailed severely. The declining Appa- 
lachian fields, which now contain only a small percentage 
of the nation’s gas reserve, have been unable to supply 
winter demands.” 
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1947, along with improvements in 
present storage pools. 


6 Be: East Ohio Gas Company this 
summer is laying 50 miles of 20- 
inch pipe line between its storage pools 
and Cleveland. In 1946, about 20.3 
billion cubic feet were put into storage, 
and about 15.4 billion cubic feet were 
taken from storage. The 15 storage 
pools cover 68,000 acres, with 225 
miles of pipe lines and 450 wells. 

The Equitable Gas Company of 
Pittsburgh has nine storage pools in 
operation in Pennsylvania and West 
Virginia. It is estimated that these 
pools can deliver about 100 million 
cubic feet a day when the storages are 
at their maximum capacity. It also is 
estimated that a total of 120 to 125 
million cubic feet per day can be de- 
livered in 1948 when three of the stor- 
age pools will be repressured further. 

Other companies operating storage 
pools in the Appalachian area are the 
United Natural Gas Company, with 
four pools, North Penn Gas Company, 
Republic Light, Heat & Power Com- 
pany, Monongahela Power Company, 
the Iroquois Gas Company, and the 
Carnegie Natural Gas Company. 

A Federal Power Commission re- 
lease of last March 25th estimated that 
underground storage pools in the Ap- 
palachian area were slated to have 
their supplies reduced from 92 billion 
to 56 billion cubic feet by May Ist. This 
release revealed that an FPC order, 
granting the Texas Eastern Transmis- 
sion Corporation authority to continue 
operation of the Big and Little Big Inch 
lines, pointed out that during February, 
1947, deficiencies in natural gas sup- 
plies of the four major groups of com- 


area and receiving gas from the Big 
Inch lines totaled as much as 504 mil- 
lion cubic feet per day, and that during 
nearly every day in February curtail- 
ments were required in excess of 100 
million cubic feet. 


in FPC, in granting the applica- 
tion of the Michigan-Wisconsin 
Pipe Line Company for building a 26- 
inch pipe line from Texas to Wisconsin 
and Michigan, stated its opinion that 
the proposed pipe line has a distinct ad- 
vantage over the ordinary interstate 
gas pipe line in that this line will use 
the Austin and Reed City gas field in 
Michigan for storage in the summer. 
The storage fields, FPC noted, will en- 
able the main pipe line to be operated at 
near capacity the entire year. 

The Panhandle Eastern Pipe Line 
Company and the Consumers Power 
Company have organized the Michi- 
gan Gas Storage Company to develop 
storage facilities in Michigan to meet 
winter peak-day demands. 

The combination of transport and 
large-scale storage facilities, it is now 
generally recognized, makes possible 
important economies in operation, per- 
mits flexibility and superior reliability 
of service, and enables a high-load fac- 
tor operation of the main pipe-line sys- 
tem. 

As a matter of fact, the Michigan 
Public Service Commission officially 
has expressed the view that under- 
ground gas storage reservoirs consti- 
tute a very necessary link in the most 
efficient and economical long-distance 
transportation of natural gas for com- 
plete service to a community. 


HE four storage pools operated by 
the Cities Service Gas Company 


panies operating in the Appalachian 
34 SEPT. 11, 1947 





PUBLIC UTILITIES FORTNIGHTLY 











Elimination of Gas Wastage 


4 g Perper ee in the field of oil and natural gas are unanimous 

in hoping that the day will come soon when practically all natural 
gas will be utilized or stored. State agencies, such as the Texas Railroad 
Commission, Oklahoma Corporation Commission, the Louisiana De- 
partment of Conservation, and others constantly are exerting every pos- 
sible effort to find means of eliminating gas wastage so that the nation 
may enjoy the benefits of natural gas without fear of shortages during 

cold weather anywhere at any time.” 





in Anderson, Butler, and Johnson 
counties, Kansas, had approximately 
284 billion cubic feet in storage on 
November 2, 1946. It is estimated that 
these storage places could deliver 203 
million cubic feet per day, if kept full 
or nearly full. The largest day’s with- 
drawal last winter occurred on Decem- 
ber 30, 1946, and on January 3, 1947, 
when more than 112.6 million cubic 
feet were withdrawn. 

The Union Gas System, Inc., of In- 
dependence, Kansas, operates the Buf- 
falo storage pool in Wilson county and 
the Williams storage pool in Chau- 
tauqua county. These pools had ap- 
proximately 1.9 billion cubic feet in 
storage on November 1, 1946, with a 
deliverability of 53 million cubic feet a 
day. 

The Eastern Kansas Gas Company, 
of Iola, started a storage project in 


October, 1945, in Woodson and Allen 
counties. It has a deliverability of 
about 2 million cubic feet per day at 
this time. 

The Oklahoma Natural Gas Com- 
pany operates the Osage storage pool 
in Osage county, adjacent to Tulsa, 
Oklahoma, and the Haskell storage 


pool in Muskogee county. On October 


31, 1946, the Osage field had 1.7 bil- 
lion cubic feet in storage, while the 
Haskell field had 6.8 billion cubic feet 
in storage. The Haskell storage has 
been developed during the past three 
years at a depth of 800 feet in an area 
of 5,320 acres. It is estimated that the 
pool will hold 8 billion cubic feet 
with a deliverability of 35 million feet 
per day. 


Sipe Arkansas-Oklahoma Gas Com- 
pany at Fort Smith, Arkansas, 
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operates the Lavaca storage pool in 
Sebastian county, Arkansas. Singu- 
larly, this pool had more gas in storage 
on February 28, 1947, than on Octo- 
ber 31, 1946, with a total of 1.4 billion 
cubic feet. It is estimated that the 10- 
well pool can hold 1.5 billion at its 
maximum. 

In conjunction with the construction 
of the El Paso Natural Gas Company’s 
737-mile pipe line from Jal, New 
Mexico, to Blythe, California, the El 
Paso Company through its subsidiary 
company, the Western Gas Company, 
is operating the Rhodes storage pool 
near Jal in southeastern Lea county. 
Following the purchase of the leases 
and gas reserves in 1942 down to 4,000 
feet, an unitization agreement was 
negotiated with the Federal govern- 
ment, On February 28, 1947, about 
1.2 billion cubic feet were in storage, 
with an estimated deliverability of 33 
million cubic feet per day. It is esti- 
mated that the field might be filled to a 
capacity of 65 billion cubic feét. 

In contrast to the practice of locating 
storage fields near the terminus of long- 
distance transmission pipe lines, the 
Rhodes storage is located at the oppo- 
site end for storing residue gas in the 
summer and injection into the Cali- 
fornia pipe line in the winter on peak 
demands. This storage field will have a 
stabilizing effect on dry gas wells to 
prevent production at high rates. The 
storage reservoir is valuable as a stand- 
by in case of plant or line failure at any 
point prior to entry of gas into the 26- 
inch main line. It will be interesting to 
observe the results of operations of this 
type of storage reservoir. 


b ies South Union Gas Company 
has been utilizing the Keyes field 
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in Eddy county since June, 1942, for 
storage purposes in order to supply 


peak demands. Gas is injected in off- 


peak periods. More gas has been in- 
jected than withdrawn, with the excess 
gas amounting to an average of 100 
million cubic feet per year for the past 
three years. On November 1, 1946, 
more than 580 million cubic feet of gas 
were in storage here. 

Natural gas shortages in periods of 
peak demands forced the Southern 
California Gas Company and the 
Pacific Lighting Corporation to utilize 
underground storage pools to meet 
their requirements. The Playa Del Rey 
storage field, operated by the Southern 
California Gas Company, 20 miles 
from downtown Los Angeles, was used 
first for gas storage in 1942. This field, 
comprising 240 acres, held 2 billion 
cubic feet of gas in storage on Octo- 
ber 31, 1946. 

The La Goleta field, 6 miles west 
of Santa Barbara, has been used as a 
storage field since August, 1941. Up 
to and including January, 1947, more 
than 27 billion cubic feet of gas had 
been injected and 18 billion cubic feet 
had been withdrawn. On October 31, 
1946, a total of 46 billion cubic feet 
were in storage and approximately 40 
billion cubic feet were in storage on 
February 28, 1947. The present daily 
deliverability is 250 million cubic feet, 
which is the approximate pipe-line 


capacity from the field to Los Angeles, 


100 miles away. It is interesting to 
note that the maximum storage depth 
pressure of 2,090 pounds, reached last 
October, is greater than the estimated 
depth pressure of 1,904 pounds. 


pools is incomplete without men- 


F haste of underground storage 
1 SEPT. 11, 1947 





PUBLIC UTILITIES FORTNIGHTLY 


“Waite the use of Mother Earth’s lungs for natural gas 
storage seems to have been confined thus far to North Amer- 
q ica, the occurrence of natural gas is widespread, so it seems 
certain, eventually, that such storage will be used all over 
the world. Geographically, natural gas is produced in 
North America, South America, Europe, Asia, and Africa.” 


tion of the helium gas storage main- 
tained by the U. S. Bureau of Mines in 
the Cliffside field, near Amarillo, 
Texas. 


HE bureau here stores excess he- 

lium gas from its Exell helium 
plant north of Amarillo. The Exell 
plant receives its helium-bearing nat- 
ural gas from the Channing area of the 
Panhandle field. Approximately 50 
million cubic feet of helium have been 
saved from Channing gas and injected 
into the Cliffside field. More than 18 
billion cubic feet of natural gas have 
been produced from the Cliffside field 
since its discovery in 1923, and about 
13 billion cubic feet since January, 
1945, when it was used first for 
storage. 

The relatively pure helium that is in- 
jected into the field is contaminated to 
some extent with natural gas contain- 
ing less than 2 per cent helium, which 
must be repurified before use. The 
primary purpose of the storage is con- 
servation of the helium. 

Individual executives of companies 
which have used Mother Nature’s 
lungs for gas storage are convinced of 
the value of the idea. 

J. H. Newlon, assistant to the operat- 
ing manager of Equitable Gas Com- 
pany, is on record as believing his com- 
pany would have gone out of business 
several years ago if such storage had 
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not been made available for substantial 
utilization. 

J. H. Isherwood, vice president of 
the North Penn Gas Company, says 
that underground storage makes it pos- 
sible for his company to purchase out- 
side gas on a firm daily volume basis 
which it could not do otherwise. 

E. Holley Poe, of E. Holley Poe and 
Associates, has expressed this enthu- 
siastic view : 

“Anything that can be accomplished 
to conserve natural gas at the source 
should be unhesitatingly undertaken, 
not only by the regulatory authorities, 
but by operating companies in the field. 
Likewise, the efficient utilization of 
partially depleted reserves in areas 
within economic distance of markets 
has proved its full worth in maintain- 
ing a supply to such markets during 
hours and days of peak demand.” 


| is evident from a survey made re- 
cently that most natural gas com- 
panies are satisfied with their under- 
ground storage operations and con- 
stantly are seeking additional storage 
areas. 

Other natural gas companies have 
become cognizant of the value of 
such storage and are seeking suitable 
fields for future use. 

Conservationists in the field of oil 
and natural gas are unanimous in hop- 
ing that the day will come soon when 
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practically all natural gas will be uti- 
lized or stored. State agencies, such as 
the Texas Railroad Commission, Okla- 
homa Corporation Commission, the 
Louisiana Department of Conserva- 


S a matter of fact, the commission 
constantly has urged companies 

to utilize underground storage to ab- 
sorb excess gas supplies and to main- 
tain the operation of small stripper gas 


wells which doubtless would be aban- 
doned if they had to be shut in during 
the summer months, 

While the use of Mother Earth’s 
lungs for natural gas storage seems to 
have been confined thus far to North 
America, the occurrence of natural 
gas is widespread, so it seems certain, 
eventually, that such storage will be 
used all over the world. Geographically, 
natural gas is produced in North 
America, South America, Europe, 
Asia, and Africa. Geologically, de- 
posits of natural gas are found vari- 
ously in the Carboniferous, Devonian, 
Silurian, Ordovician, Cambrian, Terti- 
ary, Cretaceous, and Jurassic systems. 


tion, and others constantly are exerting 
every possible effort to find means of 
eliminating gas wastage so that the na- 
tion may enjoy the benefits of natural 
gas without fear of shortages during 
cold weather anywhere at any time. 

The Interstate Oil Compact Com- 
mission has been interested in the bene- 
fits of underground gas storage for 
many years. In 1942, the commis- 
sion’s research and _ coordinating 
committee, in a survey of production, 
conservation, and utilization of natural 
gas, recommended the greater use of 
depleted or near depleted oil and gas 
reservoirs for natural gas storage and 
conservation. 





Freedom for Industry 


cc MERICAN industry, which for so many years remained 

aloof from the American people, either through ar- 
rogance or ignorance, has for the past fifteen years done a 
most remarkable job of hiding its light under a bushel. Its 
enemies, on the other hand, have waxed eloquent and have 
made serious inroads on the thinking of the American people 
who have come to lay their past economic ills directly on the 
threshold of business and that currently maligned and much 
misunderstood doctrine of free enterprise. 

“One basic idea stands out above all others in any discussion 
of a competitive capitalism, That idea is in reality the keystone 
of our society. It is freedom—freedom to work as we choose, 
freedom to compete with whom we please, freedom from coer- 
cion by any man or group, and, most imbortant of all, freedom 
from undue interference and regulation by government. I 
submit that government regulation constitutes the most impor- 
tant threat to our economic freedom, because inherent in na- 
tional government, and Ours 1s no exception, is the latent power 
to control and dominate every phase of our lives.” 

—F. M. Cartson, 
Economist, Dresser Industries, Inc. 
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Should Customer Contributions 
Be Charged against the Utility? 


A thorough examination of the economic background of so-called con- 

tributions by customers to public utility plant. The conventional regula- 

tory concept that such funds should be subtracted from plant cost is 
subjected to rational criticism. 


By M. H. DIELS * 


| , J nat happens to property con- 
tributed to gas, electric, and 
telephone utilities by the con- 
sumers? How is it accounted for, and 
what disposition is eventually made of 
it for regulatory purposes? 

These questions may surprise some 
readers who may not be aware that 
utility customers were ever disposed 
to donate any substantial amounts to 
their public service utilities. The 
explanation is that these contributions 
are involuntary or at least occur 
largely without intent or design on the 
part of the customers. We shall see, 
further on, just how simply and nat- 
urally this process occurs. And the 
amounts are substantial ! 

There are millions of dollars in a 
little noticed and often misunderstood 
account called contributions of plant 
or contributions in aid of construction. 
It appears in the lower right-hand cor- 
ner of most public utility balance sheets 


*For personal note, see “Pages with the 
Editors.” 
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and is temptingly close to capital stock 
and surplus. There was $46,203,000 
contributions in aid of construction on 
the December, 1945, combined balance 
sheets of class A or B electric utilities 
subject to the jurisdiction of the Fed- 
eral Power Commission. Statistics are 
not available to show how many dol- 
lars of contributions are under state 
jurisdiction; but they run into big 
figures in many states. 


 agpiryson January 1, 1946, millions 
of dollars of contributions of tele- 
phone plant were removed from the 
balance sheets of telephone companies 
subject to the jurisdiction of the Fed- 
eral Communications Commission. 
And recently the District of Columbia 
Public Utilities Commission followed 
the same course for the telephone 
companies. These decisions could be 
the beginning of a series of similar de- 

1 Cited by the District of Columbia Public 
Utilities Commission in Re Uniform Classifica- 


tion of Accounts for Telephone Companies 
(1946) 65 PUR NS 94. 
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cisions by other Federal and state reg- 
ulatory bodies. 

Briefly, the FCC order of January 
1, 1946, disposed of these dollars by 
(1) a reduction of the original cost of 
telephone plant, or (2) an addition to 
depreciation reserve, or (3) a reduc- 
tion of operating expenses. The ac- 
count is thus stricken not only from 
the balance sheets at January 1, 1946, 
and thereafter, but from the Uniform 
System of Accounts. It is gone. 

Why should the account be removed 
from the balance sheet? The commis- 
sion’s opinion gives almost no reason 
for its removal. It is an important 
matter when millions of dollars of 
property costs are suddenly stricken 
from the balance sheet by a reduction 
of the gross cost of telephone plant. 
Or, by a reduction of the net cost when 
the contributions are transferred to 
depreciation reserve. It is desirable to 
have available on the balance sheet the 
full cost of construction of utility plant 
no matter what the source of funds. 
This is obvious in matters which per- 
tain to rates, securities, and sales of 
property. It is a serious matter when 
some readers of balance sheets have 
thought the account contribution in 
aid of construction was a capital ac- 
count, and they now suddenly learn it 
was earned surplus. 


U may be that the removal of the ac- 
count was prompted by the desire 
to eliminate an uncertainty from 


financial statements. Several ques- 
tions confront the reader of the bal- 
ance sheet containing the account con- 
tributions of telephone plant or con- 
tributions in aid of construction— 
which we shall simply call contribu- 
tion. It is certainly not clear from its 


355 


position among the other accounts 
whether the amount is a part of the 
stockholders’ capital, customers’ capi- 
tal, depreciation reserve, or earned 
surplus. Further, the words in the ac- 
count are not aptly chosen. 

Who, in heaven’s name, would make 
a gift or donation to a private utility? 
The word contribution for income tax 
purposes, often to the layman, means 
gift or donation to charities and the 
like. But, to the accountant, and all 
others who read financial statements, 
the word contribution means an in- 
vestment of property, or property 
rights, for expected future compen- 
sation. Contributed capital signifies 
ownership, equity, and the like. A pri- 
vate citizen never makes a gift to a 
private utility company. The Federal 
government, its political subdivisions 
or agencies, sometimes make grants in 
aid of construction to publicly owned 
projects. 

And then, there is the all-important 
question — is depreciation to be pro- 
vided on the full cost of the utility 
plant or only upon that portion remain- 
ing after the deduction of the contribu- 
tions in aid of construction? This 
question is perennial with every public 
utility accountant. It has never been 
completely solved. The position on the 
balance sheet and the title to the ac- 
count, which causes the uncertainty, 
are difficulties to be overcome by ex- 
amination of the nature of the trans- 
actions recorded in the account. 


The Nature of the Transactions 
—e most frequent additions to the 
account—and probably the most 
dollars, although in some jurisdictions 
Federal grants and the like could be 
included—occur under the following 
SEPT. 11, 1947 
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circumstances. Utilities are often per- 
mitted by law to require a payment or 
a deposit because installation costs of 
an extension of several hundred feet 
of electric pole line or gas main might 
cause an investment not commensurate 
with estimated revenue. Sometimes re- 
fundable deposits are paid back to the 
initial customer as new customers are 
added to the line. But, when the cash 
payments are not refunded or refund- 
able, the amount is added to the con- 
tributions account. Now, the utility 
has two things—it owns the electric 
pole line or gas main and also the cash 
payment. 

Some persons have said—having 
your cake and eating it, too. This 
popular impression stems from the 
view that the prospective customer 
“paid for” the property.” 


HERE are decidedly contradictory 

views between regulatory authori- 
ties and management as to what the 
customer paid for with the amounts 
nonrefundable. The regulatory bodies 
do not agree with each other. The ques- 
tion has come before the courts in in- 
come tax, property tax, and rate 
cases, but there is no exact legal prece- 
dent for the accountant to follow. The 


2Of course, where the customer actually 
owns the line, the utility does not capitalize 
the cost of construction performed for him. 
There has been a sale. We are not considering 
such a case. This discussion is concerned with 
the anomaly when the utility owns the cash 
and the extension. 


question to be decided is what did the 
company receive the money for—tore- 
duce its investment, or for depreciation 
and obsolescence, or for operating 
expenses, or as additional revenue? 


Viewpoint of Regulatory Bodies 


HE prevailing regulatory view- 
point is that the customer “paid 
for” the construction. If the customers 
have “paid for” the property once by 
means of the cash, then the commis- 
sion reasons that to include the asset 
in the rate base to which the contribu- 
tions relate is to allow the utility to 
recoup twice more—through allow- 
ance for depreciation in the operating 
expenses, and again by the application 
of the percentum for fair return upon 
the rate base. The commission, there- 
fore, deducts contribution in aid of 
construction from the rate base. Is it 
not reasonable to say—if the contribu- 
tions are deducted from the rate base 
then likewise the revenue from the 
facilities should be excluded from the 
amount subject to rate reduction. 
Other commissions credit the pay- 
ments to operating revenues.* In rate 
cases the amount is available along 
with other revenues as earnings sub- 
ject to rate reduction. In the state of 
Michigan, the public service commis- 
sion permitted the transfer of contri- 
butions made by customers for exten- 


35 PUR Digest, page 4168, Revenues, § 5, 
Generally. 


e 


service, it is obvious that it will cost more to serve him than 


q “Ir a new customer 10 miles down the road wants electric 


the old customers. It is this additional cost which should 
be charged to the new customer, because he is not served 
under substantially the same conditions and circumstances.” 
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sions to earned surplus in lieu of in- 
sufficient earnings. It was understood, 
also, that such transfer would be in- 
cluded as income under miscellaneous 
revenue during the years in which the 
contributions were received.* The sys- 
tem of accounts in Oregon state for 
electric utilities effective January 1, 
1937, provides an account—titled pre- 
paid line extension deposits. Payments 
for future service under certain rural 
extension rules are to be credited to 
the account and transferred to revenue 
accounts of the current month for the 
applicable portion. The state of Wash- 
ington had a similar provision in 1928 
and 1939, but the present system pro- 
vides that such amounts shall be 
credited to contributions in aid of con- 
struction. In Washington state the 
cost of construction in excess of the 
estimated revenue from a water main 
extension for a specified period of 
years was required to be transferred 
from customers’ deposits and treated 
as operating revenue. A similar pro- 
vision to that of Oregon was contained 
in the state of Oklahoma system of ac- 
counts—titled prepaid revenues. This 
system, effective January 15, 1927, has 
been superseded by the adoption of a 
provision similar to that of the Na- 
tional Association of Railroad and 
Utilities Commissioners’ system.° 


HE text of Account 265, Contri- 
butions in Aid of Construction, of 
the NARUC systems provides that no 
transfer to earned surplus or any other 
account is permitted without the ap- 


*PUR Digest, Vol. A, 1933-1939 Supple- 
ment, page 7, Accounting, g 19. 

5 Uniform System of Accounts for Gas 
(Electric) Utilities, 1937, National Associa- 
tion of Railroad and Utilities Commissioners, 
Washington, D. C. 
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proval of the commission. In a case 
before the California Railroad Com- 
mission it was decided as “not proper 
to transfer donations in aid of con- 
struction to corporate surplus unappro- 
priated.”’ ° 

The New York Public Service Com- 
mission says as to issuance of securi- 
ties : 

On the treatment of all questions relating 
to capitalization and property values, the 
commission has made it a uniform practice 
to allow no securities to be issued for prop- 
erty created from funds contributed by con- 
sumers and to deduct the contributions in de- 
termining the rate base for rate-making pur- 
poses, . . . The commission has deducted 
from the value of such property the con- 
tributions made by consumers or the public 
to bring the property into being, upon the 
ground that it would be rank injustice to re- 
quire the public to pay a return on the prop- 
erty which it had once paid for and that the 
utility would thus be given a return on what 
it had provided and also upon what others 
had provided.? 

The above quotation is the prevail- 
ing regulatory viewpoint of public 
service commissions. It disregards 
sound accounting principles in respect 
of the ownership of the property. For 
example, land in fee is a prime asset of 
public utilities upon which to issue 
securities, no matter how the land was 


acquired. 


Viewpoint of Management of Utilities 


HE viewpoint of management in 
regard to payments by customers 
to induce a utility to extend its facili- 
ties to prospective customers is not 
often published with the text of the 
commission’s opinions. Occasionally 


61 PUR Digest, page 4, Accounting, § 20, 
a to utility; cited as 1929-34 Cal RCR 


7 State of New York, Public Service Com- 
mission, memorandum by Chairman Maltbie 
dated September 16, 1936, and approved by the 
commission October 1, 1936 ( 8952), Al- 
bany, New York. 
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Errors in Accounting 


€¢ A CHANGE of method of accounting in the past to another in the 

future does not necessarily mean a change in principle of ac- 
counting. A principle is the philosophy, and the method is but the means 
of portrayal. Errors in accounting should always be corrected even 
though they stem from the force of regulatory rules and conventions.” 





an opinion of the commission repeats 
the company’s viewpoint. 

It is true that the extension of a gas 
pipe lateral or an electric distribution 
pole line to premises does improve the 
real estate in the sense that the value is 
enhanced. One has only to scan over 
the suburban advertisements in the 
daily newspapers or reflect upon his 
own experience to realize this fact. On 
this basis, a service has been rendered 
to the owner or the tenant. The utility 
which brings a gas main in reach of 
electric customers allows the customer 
to reckon as to the cheaper means of 
cooking and refrigeration. If a saving 
has been effected for the customer, a 
service has been rendered. If a gas 
main extension causes gas to be used 
instead of coal or oil, the utility says a 
service has been rendered. 


y yews by a prospective custom- 
er to induce the utility to extend 
its facilities might appear to be clear- 
ly revenue at first examination. One 
test of earned surplus is met if there 
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has been a disposition of assets.’ A 
professional man renders or sells ad- 
vice and services which are intangible 
assets. In ordinary merchandise trans- 
actions there is a sale of a commodity 
which had a cost. A tangible thing has 
changed hands. The revenue is added 
and the costs subtracted to obtain 
profit or loss. The utility, unlike the 
merchant, capitalizes or charges to as- 
sets the cost of the construction, for 
the utility has not parted with the 
ownership. The pipe, fittings, wire, or 
poles are placed in working order for 
the use of the prospective customer. It 
is this availability for use, as well as 
the construction work that the utility 
has brought about, which causes the 
benefit to the prospective customer. An 
intangible service has been rendered 
and paid for. This is the profit-making 
transaction in which there has been a 
disposition of an intangible asset. The 
pipe, fittings, wire, or poles were not 


® Kester, Roy B., Advance Accounting, 3rd 
Edition, Ronald Press, Inc., New York, N. Y. 
page 492, for American Institute of Account- 
ant’s definition of earned surplus. 
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sold in an accounting or legal sense. 
If a service has been rendered, then 
the payment becomes a revenue item 
and not a donation, contribution, or 
grant of capital. 


oO claims which management 
can voice include: (1) Once an 
investment is made in an extension of 
facilities, the utility has no assurance 
the customer will continue to use the 
services. (2) If the utility is called 
upon to extend facilities indiscrimi- 
nately, it will find itself with much 
property not used and useful—and 
such property could be excluded from 
the rate base when the regulatory body 
fixes rates. (3) Such deposit require- 
ments restrain prospective customers 
who seek only the improvement to 
their real property or who do not in- 
tend to use service until some future 
date. (4) Such payments when count- 
ed as revenue may well offset expenses 
and losses from those customers who 
move or who never take service. (5) 
Once property is devoted to public 
service it is difficult to withdraw — 
abandonment or withdrawal may 
normally take place only with permis- 
sion of regulatory authorities—hence, 
payment should be regarded as a com- 
pensation or assurance against such 
possible loss. 

It can be argued that a customer has 
the right to demand service from a 
utility. It is more accurate to state 
the utility must serve all who apply 
for service within its franchise terri- 
tory unless it will place hardship upon 
the existing customers or the company. 
Since the customer can receive the 
service from the utility anyway, then 
it does not follow he bought some- 
thing he already had. Thus, these 
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payments could not be revenue result- 
ing from the sale of this right—a right 
to be served—by the utility to the pros- 
pective customer within its franchise 
territory. 


y , quenenere: argument is that the 

payment is one for the privilege 
of service at the same rates as other 
customers being served without special 
expense. The rate structure is based 
primarily on the experience of old cus- 
tomers with an eye to the future possi- 
bilities of increased revenue per cus- 
tomer and obtaining some new cus- 
tomers within the area already served. 
The old customers and the new ones in 
the same area are served under sub- 
stantially the same conditions and 
circumstances. If a new customer 10 
miles down the road wants electric 
service, it is obvious that it will cost 
more to serve him than the old cus- 
tomers. It is this additional cost which 
should be charged to the new customer, 
because he is not served under sub- 
stantially the same conditions and 
circumstances. When the new cus- 
tomer pays this additional cost—so as 
not to work a burden on the old cus- 
tomers or the company—then parity 
has been reached to permit him to pay 
the regular tariff rates. In New York 
state, for corporations organized 
under the Transportation Law, the 
additional charge to the new customer 
is limited to the amount of the cost of 
the 10-mile extension. But, that limi- 
tation does not per se cause the cus- 
tomer’s payment to be classed as capi- 
tal. It may sometimes be classed as 
revenue. 


Viewpoint of the Courts 


4 | ‘HERE are relatively few court de- 
cisions which cover this exact ac- 
9 
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counting problem. The clearest de- 
cision is the United States Supreme 
Court ruling in May of 1943. The 
problem then decided ‘was the depre- 
ciable property base of the Detroit 
Edison Company for income tax pur- 
poses (as distinguished from rate 
regulation). Are contributions in aid 
of construction deductible from the de- 
preciable base to compute allowed or 
allowable depreciation ? The court said 
the company “receives many applica- 
tions for service which, in its opinion, 
would require an investment in exten- 
sion of its facilities greater than pro- 
spective revenues therefrom would 
warrant. In such cases, it undertakes to 
render the service if the applicant will 
pay the estimated cost of the necessary 
construction . . . the controversy here 
relates only to payments that never 
were, or which by the contracts have 
ceased to be, refundable.” ® The facili- 
ties so constructed are the property of 
the company, and the property ac- 
counts are charged with the full cost 
without deduction for customer pay- 
ments. The company claimed the full 
cost as the depreciable base, saying 
“that what it obtained are gifts to it 
or contributions to its capital of the 
property paid for by the customer, and 


® Detroit Edison Co. v. Commissioner of In- 
ternal Revenue (1943) 319 US 98, 48 PUR NS 
146. 
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that, therefore, by the provisions, para- 
graph 113(a) and 8(b), it takes the 
basis of the donor or transferor.” The 
court said in answer to the position of 
the company : 

. .. It is enough to say that it overtaxes 
imagination to regard the farmers and 
other customers who furnished these funds 
as makers either of donations or contribu- 
tions to the company. The transaction 
neither in form nor in substance bore such a 
semblance. The payments were to the cus- 
tomer the price of the service. The receipts 
have gone, so far as here involved, to add 
to the company’s surplus (as taxable in- 
come). They have not been taxed as income, 
presumably because it has been thought to be 
precluded by this court’s decision in Ed- 
wards v. Cuba R. Co. (1925) 268 US 628, 
holding that under the circumstances of that 
case a government subsidy to induce railroad 
construction was not income, . . . The com- 
missioner was warranted in adjusting the 
depreciation base to represent the taxpayer's 
net investment. 

The customer payments as described 
were thus used as a deduction from the 
depreciable base of the company to 
arrive at the net investment in com- 
puting the allowance for annual depre- 
ciation. It is pertinent that “the pay- 
ments were to the customer the price of 
the service.” 

One New York case, dated Novem- 
ber 11, 1942, involved the sum of 
$382, which an experimental labora- 
tory deposited for a special extension 
of service which was discontinued 
after a few years. No refund was 
made and the utility sought to switch 
the amount into earned surplus. The 


permanency—and management is not permitted to change the 


q “CAPITAL is a permanent thing—the essence of capital is 


amount or the qualifying designation without notice. There 


are undertakings when management may properly consider 
that the risk of investment loss should be minimized at the 
inception by means of counting the initial payments as 
capital. The accounts then should reveal that intention and 
judgment.” 
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commission’s decision was to the effect 
that the $382 was composed of unpro- 
vided depreciation and unearned sur- 
plus. The latter account in the New 
York classification of accounts for 
utilities is almost synonymous with 
capital surplus—an equally poor title. 
In determining the unprovided depre- 
ciation accrued, the commission took 
the ratio of the book depreciation ac- 
crued to the total plant and found that 
ratio to be 40 per cent approximately. 
The cost of construction was $196, 
and the commission reasoned that 
there must be 60 per cent of $196, or 
$118 unprovided accrued depreciation. 
The company did contend that the un- 
refunded deposit was all revenue. 
Upon review, the court deducted 
from the deposit ($382) the entire 
cost of construction ($196) and per- 
mitted the balance ($186) to be trans- 
ferred to earned surplus. The court 
held that the arithmetic difference be- 
tween the deposit and the cost of con- 
struction now abandoned was an earn- 
ing. Upon the theory of this court, 
the nonrefundable deposit is revenue 
and the expense of construction (or 
depreciation thereon) a deduction 
from revenue. This decision is a mile- 
stone on the subject of contributions 
and should be studied by every public 
utility accountant.” 

There are many decisions in rate 
cases in which it has been held that 
contributions may not be deducted. In 
one case, the United States Supreme 
Court stated that “customers pay for 


10 New York Appellate Division, Third De- 
partment, November 11, 1942, Albany, New 
York, 46 PUR NS 285, in which the court 
clearly points out to the accountant as to why 
the $186 should be revenue. The court points 
to the classification of accounts and names the 
particular revenue account to be credited. 
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service, not for the property used to 
render it. Their payments are not 
contributions to depreciation or to 
other operating expenses or to capital 
of the company.” ™ 


Intention of Management 


—— viewpoint of regulatory bodies 
has required utilities to show 


many dollars in the account contribu- 
tions of telephone plant or contribu- 
tions in aid of construction which 
arose from dissimilar transactions. 
Those payments by prospective cus- 
tomers to induce a utility to extend its 
facilities may have been reckoned by 
management to be compensation for 
estimated deficiencies of revenue, or 
abnormal operating expenses. They 
might have been received to compen- 
sate for abnormal depreciation or 
obsolescence. Management may have 
considered them capital which could be 
described in the balance sheet as cus- 
tomer capital nonrefundable. 


The purpose for which the money 
was received is to be learned from the 
contract and, if that is not clear, then 
from the intention of management. 
This freedom of expression exercised 
by enlightened business judgment 
should ordinarily not be detrimental to 
public interest. 

It is sometimes required by regula- 
tory bodies that the intention of man- 
agement be expressed so as to classify 
separately utility plant assets not cur- 
rently in use. A steam generator not 
being used is required to be shown as 
utility plant held for future use if 
there is a definite plan. Otherwise, it 
is classified as other physical property. 


11 Public Utility Comrs. v. New York 
Teleph. Co. 271 US 23, PUR 1926C 740. 


SEPT, 11, 1947 





PUBLIC UTILITIES FORTNIGHTLY 





Inducement to Extend Facilities 


med is manifestly unfair that a prospective customer be allowed to 

cause a utility to invest funds when the prospects are such that 

there may be a loss of capital or a deficiency of revenue. It is for this 

reason customers are usually required by law to pay money to the utility 
as an inducement to extend its facilities.” 





Expenditures to determine the feasi- 
bility of projects under contemplation 
are required by regulatory bodies to be 
segregated from other expenditures. 
The amounts must be supported by 
records showing the intention of man- 
agement and the nature of the trans- 


actions. This classifies, separately 
upon the balance sheet, costs which in 
the future, after decisions of manage- 
ment, may be expense or plant ex- 
penditures. Likewise, provision for 
other deferred debits and credits is 
made in suspense accounts when final 
disposition is uncertain or when the 
management does not have sufficient 
information on which to express its 
intention. 

It is probably true that in the past 
the intention of management expressed 
or implied has not clearly defined 
whether it received from the prospec- 
tive customer a sum of money to: (1) 
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reduce its cost of the extension ; or (2) 
to increase its depreciation reserve; or 
(3) to reduce its operating expenses; 
or (4) to add to its revenue; or (5) 
for some other purpose. Obviously, if 
the contract provides that the payment 
was for a particular purpose, then that 
intention is binding on management. 
It is binding on the accountant for he 
dare not prepare financial statements 
contrary to the contract provisions. 
Should it not also be binding on regu- 
latory agencies of the government? 


Conclusion 


y , aguocy certain transactions 
might have been reported as 
contributions of plant or contributions 
in aid of construction, they may have 
been in fact either, or both, capital or 
revenue payments. If so, considera- 
tion should be given to a reclassifica- 
tion. The future should follow the 
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principles of that reclassification. A 
change of method of accounting in the 
past to another in the future does not 
necessarily mean a change in principle 
of accounting. A principle is the 
philosophy, and the method is but the 
means of portrayal. Errors in ac- 
counting should always be corrected 
even though they stem from the force 
of regulatory rules and conventions. 
If the customer payments and un- 
refunded deposits can be classified as 
earned surplus or revenue, then man- 
agement should be permitted to choose 
whether the receipts are revenue or 
capital. Many factors such as the 
cost of money, ability to pay, cost of 
construction, operating expenses, 
weather conditions, ability of manage- 
ment, changes in population centers, 
consumption per customer, and sav- 
ings habits are not so uniform in the 
United States, or in a state, as to per- 
mit the one interpretation that cus- 
tomer advances, revenue advances, 
connection charges, customer pay- 
ments, and unrefunded deposits are all 
contributions of capital to a utility. In 
New England where the snow storms 
are a great hazard to electric lines, the 
utility may consider that the probable 
loss should be provided from the 
earliest receipts and before the hap- 
pening. It may be that in other areas 
the loss from such hazards should be 
provided over a long period of years. 
Capital is a permanent thing—the 
essence of capital is permanency—and 
management is not permitted to change 
the amount or the qualifying designa- 
tion without notice. There are under- 
takings when management may prop- 
erly consider that the risk of invest- 
ment loss should be minimized at the 
inception by means of counting the 
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initial payments as capital. The ac- 
counts then should reveal that inten- 
tion and judgment. 


| iy is manifestly unfair that a pro- 
spective customer be allowed to 
cause a utility to invest funds when 
the prospects are such that there may 
be a loss of capital or a deficiency of 
revenue. It is for this reason custom- 
ers are usually required by law to pay 
money to the utility as an inducement 
to extend its facilities. Since the cus- 
tomer acquired no equity, nor even an 
accountability, it is erroneous to say 
he “paid for” the property. The cus- 
tomer, from his point of view, paid 
for service and, as a result, did acquire 
an improvement to his real estate or 
the premises he occupies; an added 
convenience to his standard of living; 
a competitive advantage over other 
utility services ; the privilege of paying 
the same regular tariff rates in the 
future as the older customers will pay. 

The company should provide, by 
written agreement or by interpretation, 


that nearly all so-called contributions 


are, in fact, revenue receipts because 
most of the payments arise from the 
many small extensions of electric, gas, 
and water distribution facilities. It is 
highly probable that the utility seeks 
only an assurance of minimum revenue 
from the prospective customer. There 
is little reason to believe there was a 
capital receipt with which the utility 
sought to hedge against investment 
loss. The amount of the investment is 
relatively small compared to the total 
amount of the utility’s own funds and 
other available resources. Then, too, 
other things being equal, the invest- 
ment in many small extensions allows 
a greater diversity of risk than when 
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an equal number of dollars are invest- 
ed in one undertaking. It is suggested 
that, in the absence of agreements with 
the customer to the contrary, the 
liberal interpretation should be that 
revenue and not capital payments were 
received. 


(a the more useful in- 
formation appears in financial 
statements when the receipts of cus- 
tomer payments and unrefunded de- 
posits are shown as revenue along 
with the needed depreciation provi- 
sions and other expenses. The aim of 
much accounting endeavor is to de- 
termine profit and loss. If some serv- 
ice is rendered or endeavor begun, it 
surely has a cost. And if receipts are 
forthcoming from that endeavor or 
service, then it is logical to match the 
cost against those receipts to determine 
the profit or loss. A merchant who 
seeks protection from fire losses by in- 
suring his gross earnings against loss 
during the period immediately after 
the fire and the time he commences 
business again, would certainly not re- 
port the insurance proceeds to his 
banker as capital receipts. The pur- 
pose of the insurance was to protect or 
assure gross earnings. This method 
prevented an encroachment or diminu- 
tion of capital during the period when 
operations and sales had ceased, but 
when certain fixed expenses continued. 
He would report the proceeds as rev- 
enue receipts, but properly described. 


The conclusion that ordinarily rey. 
enue was received as customer pay- 
ments and unrefunded deposits to in- 
duce a utility to extend its facilities to 
prospective customers is not at odds 
with court decisions. They have said 
customers do not contribute to capital, 
to depreciation expense, or to operat- 
ing expenses, but pay only for services 
rendered. This is in accord with ac- 
counting terminology, theory, and 
practice. 

In one respect, the decision of the 
FCC was a wise one, for it does re- 
move from the balance sheet a long de- 
bated account and one of great un- 
certainty. Accounting errors, as stat- 
ed, should always be corrected when 
found—even though they stem from 
the force of regulatory rules and con- 
ventions. 

In another respect, the decision ap- 
pears to be questionable. Contributions 
should not be deducted from utility 
plant to show only a net amount. The 
full cost of construction should ap- 
pear in utility plant on the balance 
sheet so as to present full and fair dis- 
closure to the public and other regula- 
tory bodies, stockholders, manage- 
ment, and creditors. It is suggested 
that, instead of deducting any so 
called contributions from utility plant 
to give a net amount, the non-refund- 
able customer payments be placed in 
donated capital, customer capital non- 
refundable, or a similarly captioned 
account. 





¢ “Prorits engender employment, not because of the altruism of the 


reputed profiteers but 


ecause no other realization of profits as profits 


is possible. It is a fact both grim and salutary that industry must re- 
invest a great proportion of its profits to remain profitable.” 
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—EpiTor1iaL STATEMENT, 
The Wall Street Journal. 
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Washington and the 
Utilities 


TV A Reforms for 1948 


t looks as if the congressional session 
| of 1948 may witness further efforts to 
bring about correction of financial poli- 
cies of the Tennessee Valley Authority 
which have given rise to a certain amount 
of perennial criticism. During the days 
when Congress was under the rule of the 
Democrats such criticisms generally 
headed up under Senator McKellar 
(Democrat, Tennessee), and for that 
reason proved rather ineffective. The 
press, generally egged on by the admin- 
istration, took a rather cavalier attitude 
towards TVA’s use of the taxpayers’ 
money, because it always seemed to be 
projected against the background of a 
grudge feud between Senator McKellar 
and former TVA Chairman David E. 
Lilienthal. 

As long as this sort of Hatfield-McCoy 
fagade could be maintained, no real 
progress could be made towards checking 
pon TVA practices. Congressmen each 
ear brushed off the so-called McKellar 
amendments as repercussions of a local 

ennessee-Federal political scrap. The 
sound and fury were generally confined 

0 committee hearings. TVA usually 

anaged to emerge, not in the role of a 
iree-spending bureaucracy, keeping 
funny books and thumbing its nose at 
ngress, but rather as an administra- 
ive Sir Galahad, continuously rescuing 
he high ideals of TVA from contamina- 
ion or influence by corrupt local political 

achines. 


ow, the leading figures in this an- 
nual Punch and Judy show have 
leparted from the scene; and the same 
how cannot go on. Chairman Lilienthal 
has passed on to higher things as chair- 


man of the Atomic Energy Commission, 
and Senator McKellar: has become a 
member of the minority. He can no 
longer command the spotlight for his 
bills or control the hearings thereon. The 
Republicans are carrying the ball. 

During the last session of Congress, 
the first Republican control since TVA 
was born, the truth apparently dawned 
on Congress that there was more to this 
criticism of TVA practices than an an- 
nual grudge fight. As a result, Congress 
already has written into the 1948 Govern- 
ment Corporations Appropriation Bill 
two restrictions on TVA which Senator 
McKellar long advocated, only he wanted 
to go much further. They are: (1) a 40- 
year repayment schedule requiring one- 
fourth of TVA power investment to be 
liquidated every ten years; (2) TVA is 
now prohibited from adding to its capi- 
tal plant without congressional sanction. 

But the real medicine is yet to come. It 
will probably emerge clearly in the form 
of General Accounting Office recom- 
mendations in the next session of Con- 
gress. A preview of how GAO feels 
about TVA practices came to light with 
its recent report on the McKellar Bill (S 
1277). The funny thing about this GAO 
report is it did not endorse the McKellar 
Bill, nor did it oppose it. Instead, GAO 
used the bill as a springboard from which 
to launch its own ideas for orderly repay- 
ment of all TVA power investment. 
Specifically, this GAO plan involves five 
major points : 

1. TVA investment in new power 
projects must be limited to those 
specifically approved by Congress, and, 
in the latter event, they must be 
amortized within forty years. 

2. TVA should pay into the Treas- 
ury each year an amount equal to one- 
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fortieth of its net power investment ; 
in other words, GAO is not satisfied 
with the four 10-year instalment plan 
Congress approved at the last session. 
It wants the amortization payments 
tied down to annual fiscal instalments, 
payable each year in equal amounts. 

3. In addition to these annual 
amortization payments, TVA should 
pay into the Treasury 2} per cent in- 
terest on its net power investment. 

4. Power and other commercial 
operations of TVA should be made and 
continue completely self-sustaining. 

5. TVA should obtain specific ap- 
propriations from Congress for its re- 
search and development programs, in- 
stead of chiseling them out of power 
revenues at TVA’s own discretion. 


y far the most important of these five 
points is number three—the repay- 
ment of interest. Congressional support 
is increasing for the proposition that in- 
terest-free financing of all revenue-pro- 
ducing projects (not just TVA) out of 


the public funds (on which the govern- 
ment itself must pay interest) is a con- 
tinuing local subsidy at the expense of 
the general taxpayer and such practice 
should cease. This has long been a bone 
of contention and the basis of a consider- 
able amount of double talk. It probably 
was the original intent of the Congress 
which set up TVA to have it continue the 
use of government credit interest free. 
But government credit so used is not in- 
terest free to the general taxpayer, and 
the intent of one Congress is not binding 
on a subsequent Congress in such mat- 
ters. 

Senator Malone ( Republican, Nevada), 
chairman of a Senate Public Works sub- 
committee, is expected to take a trip 
around the TVA area this fall prepara- 
tory to hearings on the McKellar Bill 
next year. Of course the McKellar Bill 
will not be passed and nobody ever 
seriously expected that it would. But, as 
often happens, it can very easily lead to 
a committee bill which will incorporate 
some if not all of the five points indicated 
above. Such a bill would have a pretty 


SEPT. 11, 1947 


366 


good chance of passage and, with GAO 
support, as well as the support of some 
economy-minded Democrats, even White 
House approval is not beyond the realm 
of possibility. 

Incidentally, the Senate Expenditures 
in Executive Departments Committee 
wants to require interest payments from 
all government corporations which are 
producing revenue. This would make the 
reform of TVA practices more strategic, 
since it could not be condemned out of 
hand as a reactionary assault upon pub- 
lic ownership or the TVA ideal. TVA 
simply would be bracketed with Recon- 
struction Finance Corporation, Export 
Import Bank, and others which are 
presently getting the free use of govern- 
ment credit which must be paid for 
with interest as a tax obligation of the 
Treasury. 

Support for this approach is looked for 
in the Treasury Department, which 
would further split up administration 
forces. All told, the Washington picture 
has changed a lot since the day when no- 
body in Congress could say a word about 
TVA practices without inviting political 
crucifixion. 


a 
That New FPC Gas Rule 


HE Federal Power Commission is 

finding itself in the somewhat un- 
usual position of a favorite child made 
self-conscious and embarrassed by over- 
indulgence from its superiors. Certainly 
it is a rare situation where a regulatory 
or administrative agency finds or even 
implies that the Supreme Court may have 
gone too far in supporting its policies 
or decisions. 

Yet, that is apparently what happened 
in the case of Interstate Natural Gas 
Co. v. Federal Power Commission (@ 
PUR NS 1), in which the Supreme 
Court unanimously upheld FPC jurisdic- 
tion over the production and gathering of 
natural gas, obviously without limite- 
tion. It was this decision which aroused 
the oil industry, independent producers, 
and others to the possibility that some off 
their operations might fall under the un-@, 
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suspected regulatory control of the FPC. 
Doubtless this sentiment gave much sup- 
port to the Rizley Bill, which passed the 
House of Representatives at the last 
session of Congress and on which a Sen- 
ate battle probably will be made next 


year. 

' But the FPC never intended to regu- 
late independent producers and gatherers 
of natural gas, even those who make 
sales for interstate transmission at arm’s- 
length bargaining with pipe-line com- 
panies. Hence we have the most peculiar 
circumstance of a Federal agency actu- 
ally trying to shed some of the authority 
with which the Supreme Court would 
dothe it. In any event, it was this issue 
of voluntary surrender of jurisdiction 
which caused the recent split opinion of 
the FPC. 


i majority (three members) of 
the commission approved an amend- 
ment to its general rules which disavows 
any intention of exercising jurisdiction 
over independent natural gas operators 
engaged solely in production or gathering 
for sale at arm’s length to interstate 
pipe-line companies. The FPC majority 
evidently proceeds on the assumption that 
it was the intent of Congress, under the 
Natural Gas Act, for the FPC to inter- 
pret the extent of its own practical juris- 
diction as provided in the new rule. But 
“could a more cynical explanation be that 
“Bihe FPC majority hopes in this way to 
head off further consideration by Con- 
gress of the Rizley Bill which would 
categorically end all FPC claims to juris- 
diction over production and gathering, 
regardless of corporate affiliation or 
arm’s-length bargaining ? 
_The dissenting opinion of Commis- 
sioner Draper was to the effect that the 
FPC has no discretion to limit its own 
statutory jurisdiction short of the full 
._mscope interpreted by the U. S. Supreme 
Court. In view of the confused situation, 


Mm raper suggested that the FPC simply 


announce its intention not to seek further 

‘tension of its practical jurisdiction in 
this field pending further clarification of 
its authority at the next session of Con- 
gress, 
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One interesting side light on this issue 
is the fact that the new FPC rule amounts 
substantially to the FPC compromise bill 
introduced by Representative Priest 
(Democrat, Tennessee) as an alternative 
to the Rizley Bill at the last session of 
Congress. The House rejected the Priest 
amendment and, so far, Congress also has 
failed to approve the Rizley Bill. 

But can a regulatory agency, in the 
absence of congressional action one way 
or the other, legislate the extent of its 
own jurisdiction through the medium of 
a procedural regulation? Maybe it can. 
The Supreme Court always has said yes 
to just about everything the FPC has 
done or tried to do in the past. It may 
well say yes to this new formula of “legis- 
lation via regulation.” But there are a 
number of Congressmen next year who 
are going to look at this situation and 
wonder what they were elected to do. 


- 
Depreciation Tax Basis 


oo corporations and other busi- 
nesses be permitted to base their de- 
preciation for tax purposes on replace- 
ment (reproduction) cost rather than 
upon original cost? A number of busi- 
nessmen, especially equipment manu- 
facturers, faced with the burden of re- 
placing worn-out plant at current high 
construction price levels, are wondering 
if they would not be better off if they 
could shift to a replacement cost basis for 
depreciation tax purposes instead of the 
traditional original cost basis. 

The House Ways and Means Com- 
mittee already has received some sugges- 
tions along this line and Chairman Knut- 
son (Republican, Minnesota) is said to 
be disposed to give the matter some air- 
ing if the committee has a working op- 
portunity to do so at the next session— 
taking into consideration its already 
crowded agenda. 

But the businessmen who make these 
suggestions are, generally speaking, not 
from the public utility business field. A 
recent editorial on the subject in Thé 
Wall Street Journal will explain. This 
editorial was in part as follows: 
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. . . this newspaper believes there are even 
stronger arguments against the plan than 
merely technical or administrative ones. For 
one thing, if the advocates of the proposal 
persuade Congress to alter this section of the 
tax law they may find they have forged a 
double-edged sword for government. The 
idea long entertained by some public utility 
commissions that depreciation, an important 
factor in rate making, should be based on 
cost or replacement, whichever is lower, has 
plagued the utility companies for several 
years. 

Fluctuating prices may at times benefit, 
at others harm business. They are, we be- 
lieve, distinctly the risk of management and 
cannot be passed on. It cannot be too often 
repeated that every time business endeavors 
to pass on to the government risks essen- 
tially its own it invites increased govern- 
mental interference with its affairs. Sooner 
or later it must repay, with heavy interest, 
any handouts from Uncle Sam. 


O F course, if the basis for figuring de- 
preciation for tax purposes were 


shifted, it certainly would have a 


tendency to unsettle the issue of determin- 
ing a basis for depreciation in regulatory 
rate making. The Supreme Court de- 


cision in the Hope Natural Gas Case 
(1944) 51 PUR NS 193, ostensibly 
settled this question once and for all. The 
majority of the court in that decision 
took particular pains to overrule the 
earlier (1929) decision in the West Case 
in order to leave no doubt about its pres- 
ent attitude; namely, that annual depre- 
ciation for regulatory purposes shall be 
based on cost. 

Just the same, if the congressional law- 
makers were to shift the depreciation 
base for tax purposes, it unquestionably 
would open the flood gates for new argu- 
ments in favor of reviving the old regu- 
latory concept announced in the West 
Case. 

* 


MV A “Rump” Meetings 


Fg there is no congressional 
authority for any Senate or House 
committee or subcommittee to be hold- 
ing field hearings on the proposals to 
create a Missouri Valley Authority, plans 
are afoot to hold some kind of hearings 
which will be given a degree of indi- 
vidual congressional coloration. They 
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will not be called Senate committee hear. 
ings nor even referred to as hearings at 
all. “Rump meetings” would probably be 
a better description, in view of the dis. 
inclination of Congress to take up this 
type of legislation for bona fide com- 
mittee hearings. 

The attitude of Congress last year was 
that the MVA Bill already had received 
its share of public hearings when, not 
one but three Senate committees of the 
old 79th Congress took up the bill and 
all reported unfavorably. With such a 
record, the leadership of the 80th Con- 
gress was not enthusiastic about starting 
the thing up again, despite occasional en- 
couraging suggestions from the White 
House and a vociferous propaganda lobby 
which has kept up a continual tub-thump- 
ing campaign, undiscouraged by the hard 
knocks the MVA Bill got in the 79th Con- 
gress. 

Sponsors of the Murray Bill fora Mis- 
souri Valley Authority will be busy in the 
Midwest this fall. Senator Murray 
(Democrat, Montana) has planned a ten- 
tative tour of Montana, Colorado, Kan- 
sas, Missouri, Nebraska, and North and 
South Dakota from September 27th until 
late October, with the purpose of holding 
informal field discussions of his MVA 
Bill. He hopes to get Senators Pepper 
(Democrat, Florida) , Taylor ( Democrat, 
Idaho), and Langer (Republican, North 
Dakota) to join him for some of the 
meetings. The idea of these local meet- 
ings is to rally grass-roots sentiment, if 
any. 


ENATOR Murray also will argue for 

his measure at the semiofficial con- 
ference on western problems, to be held 
by state and local officials in Denver, 
Colorado, on October 10th. Meanwhile, 
Senator Taylor will push his own bill for 
a Columbia Valley Authority on an in 
formal tour of the state of Idaho during 
September, At the same time, Represent: 
ative Horan (Republican, Washington) 
is canvassing private power interests 
the Pacific Northwest for support of his 
bill setting up a Columbia Basin Inter- 
Agency Commission, retaining much o 
the control in local hands. 
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Exchange Calls 


And Gossip 


Administration Swinging 
Away from Excises 


EDERAL support for the quest of tele- 

phone and telegraph companies to 
remove or lower the excise tax on com- 
munications was a growing prospect as 
cooler temperatures woke up the weath- 
er-harassed Washingtonians. During 
their summer slumber, the administra- 
tion struck two blows for the telephone 
industry’s cause. One was the Presi- 
dent’s estimate of a budget surplus of 
nearly five billion dollars, by July 1, 
1948. This hopeful figure was grist for 
the mill of the would-be tax lifters in 
Congress, who have maintained that the 
only possible justification for the tax in 
peacetime was to swell taxes high enough 
to equal Federal expenditures. They now 
feel that the last barrier to excise tax re- 
lief has been removed. 

Atop the President’s indirect approval, 
there was another hint that administra- 
tion policy was swinging away from ex- 
cise continuation. The Treasury Depart- 
ment recently acknowledged that com- 
munications excises “probably reduced 
demand” for service. Without specifical- 
ly demanding the removal of the levies, 
the Treasury observed in a study that the 

5 per cent tax on long-distance calls 
would “tend to postpone rate reductions 
rather than decrease profits,” as long as 
long-distance service is used at close to 
capacity. Treasury sounded a warning 
note when discussing the 25 per cent tele- 
graph tax, commenting that it “may cur- 
tail profits to a more important degree,” 
and “may have serious consequences.” 
Among the possibilities cited was Fed- 
eral subsidization of the industry “if it 
cannot be maintained profitably on a 
Private basis,” 
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Low-income groups are hardest hit by 
communications taxes, said the Treas- 
ury, because the taxes are paid by con- 
sumers, not operators. They hurt busi- 
ness, too, says the Treasury, as they 
“tend to discriminate against those hav- 
ing the greater need for communication 
services .. . and have inequitable effects” 
on many firms, While the Treasury sup- 
ported removal of the 10 per cent tax on 
international telecommunications, _ be- 
cause most overseas companies are al- 
ready operating at a loss, the department 
saw little harm in the 15 per cent local 
service tax. It stated: “The effect of the 
tax on profits would not be very serious 
. .. the character of the demand is such 
that the amount of the tax should not be 
a very important factor.” 

So far as could be learned, however, 
industry groups and congressional tax 
reformers intended to press for removal 
of all types of levies for wire service. In 
the House Ways and Means Committee, 
staff members planned to complete a 
draft of a tax revision bill, removing 
many current excises by early Novem- 
ber. Hearings on the questionable tax 
status of coOperatives are due to open 
before that committee later that same 
month, so committeemen will have a 
chance to study the bill before Congress 
reconvenes for its second session. 


* 


Statewide Phone Service 


Is Co-ops’ Plea 


RASS-ROOTS opposition to the new 
Bell system-Rural Electrification 
Administration contract for expansion 
of rural telephony is apparently crop- 
ping up in the Southwest. For example, 
the Texas Power Reserve, an organiza- 
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tion made up of 95 per cent of all Texas’ 
REA electric co-ops, voted to hold off 
signing any individual telephone contract 
until the organization studied its over- 
all effect on other co-ops. The new con- 
tract, which REA has suggested as a 
model, would ordinarily be made be- 
tween an electric co-op and a private tele- 
phone company. It would permit the 
company to set up a telephone system 
in the co-op territory, either by stringing 
telephone wires from the co-op’s poles 
(joint-use-of-pole technique), or by ac- 
tually using the electric wires for tele- 
phone messages (a method known as the 
“carrier” system). 

The action of the Texas Power Re- 
serve has the effect of halting any con- 
tractual possibilities between companies 
and co-ops in the state. The idea of at- 
tempting to codrdinate telephone expan- 
sion on a statewide basis is probably a 
well-intended one, but it may have the 
opposite effect of putting a damper on 
immediate local telephone extensions. In 
near-by Arkansas, the state public serv- 
ice commission itself dampened hopes for 
early telephone installations in rural 
areas now getting electricity via REA. 
An official of the statewide co-op organ- 
ization asked the commission to study the 
REA-Bell contract on a statewide basis. 
The commission answered that, due to 
current equipment shortages, any study 
of a statewide nature would be “prema- 
ture.” This leaves the field open to con- 
tracts with co-ops on an individual basis, 
although it could be assumed that the 
Arkansas co-op organization might take 
a leaf out of Texas’ book and hold out 
for a broader approach to the farm tele- 
phone idea. 


HERE is little doubt that, if co-ops 

sought these contracts in large 
numbers, there would not be enough of 
the new special equipment to go around. 
Since the whole question of rural tele- 
phones is hardly out of the experimental 
stage, however, there might be plenty of 
room for piecemeal advancement in 
many areas, where co-op members are 
prosperous enough to pay for the service, 
and where companies have some assur- 
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ance that they can get the materials, 
Simply holding up the entire program 
until it can be done on a grand scale just 
does not seem to make much sense. 

Telephone companies are likely to 
seek co-op business, anyway, in the face 
of opposition from co-op organization 
headquarters. They know that the 
private telephone industry must make a 
good showing in bringing phone service 
to farms, for REA Administrator Wick- 
ard has served notice that, if the new 
contracts do not bring substantial in- 
creases in farm phone users, he will seek 
other methods. This could mean that he 
would urge his agency to go into the 
telephone business to the extent of lend- 
ing money for the establishment of tele- 
phone cooperatives. The industry men 
do not want that to happen. But they also 
know that it still takes two to make a 
contract. 


* 


AT&T Goes to Market 


gg American Telephone and Tele- 
graph Company has been prominent 
in financial circles during late summer, 
with two major financing projects lead- 
ing the way. In mid-August, the com- 
pany registered with the Securities and 
Exchange Commission 2,800,000 shares 
of $100 par value common stock which 
it will offer to employees of AT&T and 
affiliates of the Bell system. The stock 
will go to workers at $20 below the aver- 
age market price in the months when 
purchase is completed. The funds thus 
realized will be used by the company for 
additions to its own plant and for ad- 
vances to Bell companies. Purchases can 
be made via payroll deductions. 

Later in August, AT&T’s directors 
met to announce a quarterly dividend of 
$2.25 per share, to be payable on October 
15, 1947, to stockholders as of Septem- 
ber 15, 1947. At that same session, the 
directors recommended that stockholders 
authorize a new issue of convertible deb- 
entures which would be offered to the 
stockholders in the ratio of $100 of con- 
vertible debentures for each six sh 
of stock held. Total amount of the issue 
would be approximately $354,000,000 
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The debentures would be convertible in- 
to AT&T stock six months after date of 
issue. Proxies are due to go out this 
month, and formal action of the board of 
directors is expected at the next quarter- 
ly meeting October 15th. If stockhold- 
ers approve, SEC registration will be 
filed at that time, and subscription war- 
rants will go to stockholders early in No- 
vember. 


T&T spokesmen stated that the new 
issue will go to further vast expan- 
sion of telephone facilities. Said officials : 
This means more dial service to more peo- 
ple, more dialing of toll calls, extension of 
the coaxial cable and radio relay systems 
with their capacity to carry television pro- 
grams, extension of mobile telephone service, 
more telephones on farms, and achieving the 
goal of giving everyone service when and as 
he wants it. 


A part of this vast program, which 
will bring telephone service to 2,500,000 
more Americans this year, must be 
financed out of increased rates for the 
improved service. AT&T officials also 
disclosed that Bell system companies are 
seeking $190,000,000 from rate increases 
before state regulatory commissions. 
Companies in 21 states already have 
been granted $50,000,000 in rate hikes, 
applications are still pending for $90,- 
000,000, and other companies are plan- 
ning to ask commissions for an addi- 
tional $50,000,000. 

Progress of these rate cases through 
various Commissions seems to vary in 
speed and success from one state to an- 
other. In the New Jersey Bell Telephone 
Company Case, for instance, hearings 
which began February 10th finally ended 
on August 21st, with proposed sched- 
ules having to be altered twice to allow 
for wage increases negotiated after hear- 
ings began. In Tennessee, when state 
commission officials took weeks to find 
tate consultants, the Southern Bell Tele- 
phone & Telegraph Company obtained 
an injunction in a Nashville court per- 
mitting a temporary rate increase to go 
into effect. The state supreme court 
Promptly overruled the lower tribunal, 
and rates went back to where they had 
been, pending a hearing September 8th. 
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Tennessee Commissioner Leon Jourol- 
mon insisted that his commission was not 
stalling. In Michigan, state officials pre- 
dicted a long commission set-to over a 
request of the Michigan Bell Telephone 
Company for $10,400,000 in rate boosts. 

By way of contrast, Bell system com- 
panies in Indiana and Baltimore, Mary- 
land, were promptly granted increases of 
$3,000,000 and $3,500,000 respectively. 
The Baltimore company, however, was 
allowed only a 54 per cent return on its 
investment. It had requested a rate be- 
tween 63 and 7 per cent. In the near-by 
nation’s capital, a Scripps-Howard 
newspaper predicted that the Chesapeake 
& Potomac Telephone Company of 
Washington, D. C., would soon file a 
rate increase petition with the local pub- 
lic utilities commission. As these lines 
are written, the company has refused to 
confirm or deny the story. 


¥ 


The Idlewild Pattern 
4 3 beginning of the end of juris- 


dictional strikes in the telephone 
industry might be seen in the recent set- 
tlement of a 2-year squabble between 
unions at New York’s Idlewild airport. 
Through insistent mediation efforts of 
Mayor O’Dwyer, a formula has finally 
been worked out granting partial cable 
installation rights at the airport to both 
the International Brotherhood of Elec- 
trical Workers (AFL) and the United 
Telephone Organizations (independent). 
Under the terms of the agreement, the 
two unions will pull cables to specified 
points between the perimeter of the air- 
field and the terminal buildings. The 
IBEW unit claimed a contract with the 
city gave it the exclusive cable-pulling 
rights, while UTO asserted its agree- 
ment with the New York Telephone 
Company included all such installations. 
The dispute prevented correction of the 
overcrowded landing conditions now 
prevalent at LaGuardia airport. While 
the agreement specifically applied to this 
particular interunion fuss, there is rea- 
son to believe that it may become a pat- 
tern for other similar deadlocks. 
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Financial News 


Consolidated Gas (Baltimore) 
Convertible Bonds 


—. to the description of these 
bonds on page 175 of the July 31st 
issue, and the statement that some ques- 
tion had arisen as to the exact method 
of handling conversions because of the 
limited amount received at the first ex- 
change rate, the treasurer of the com- 
pany has clarified the application of the 
conversion terms as follows: 

Rate “A.” At the rate of five shares of 
common stock for each $300 principal 
amount of debentures until 3 o’clock pm, 
New York city time, on the date—i.e., July 
1, 1948, or thereafter—upon which the ag- 
gregate principal amount of debentures sur- 
rendered for conversion reaches $8,000,100. 

Rate “B.” After the time specified above 
in Rate “A,” at the rate of three shares of 
such common stock for each $200 principal 
amount of debentures. 


The amount of debentures convertible 
at the first rate is not, therefore, neces- 
sarily limited to $8,000,100. Under the 
conversion terms, all debentures sur- 
rendered until 3 pm New York city time 
on July 1, 1948—and this could mean 
the entire issue—will be convertible at 
the rate of five shares of common stock 
for each $300 of debentures. 


pages if $8,000,100 of debentures 
are not surrendered for conversion 
on July 1, 1948, all debentures sur- 
rendered beginning July Ist and up to 3 
PM on the day the $8,000,100 figure is 
reached will be converted at the five 
shares for $300 rate. On the day after 
the $8,000,100 figure has been reached or 
exceeded, the rate of three shares of com- 
mon stock for $200 of debentures will 
begin to apply. For illustration, assume 
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that debentures are surrendered in 1948 
as follows: July 1st—$7,500,000; July 
2nd—$7,500,000 ; July 3rd—$1,000,000, 
etc. All of the $15,000,000 of debentures 
surrendered on July lst and 2nd would 
be converted at the initial rate. There- 
after, conversions would be made at the 
three shares for $200 rate. 


> 
Progress of Holding Company 


Integration 


| age ig this year it appeared that, with 
the SEC “going into high gear,” 
considerable progress would be made 
this year toward completing the holding 
companies’ integration program. How- 
ever, continued irregular markets and 
other causes have conspired to delay 
liquidation of certain items in holding 
company portfolios, and during the vaca- 
tion season there has been a further 
slowing of activities. Nevertheless, a 
fair degree of progress has been effect- 
ed this year and it may be worth while 
once more to review the status of the in- 
dividual holding companies and attempt 
some forecast of future trends. 
American & Foreign Power — The 
amended plan filed by the company and 
Electric Bond and Share Company (re 
ducing the latter company’s participa- 
tion) was favorably received by the SEC 
staff and hearings were recently held be- 
fore the commission itself. The Norman 
Johnson group, representing public 
holders of the second preferred stock, 
filed a petition June 25th asking that all 
payments of interest and dividends to 
Electric Bond and Share should be sus- 
pended and impounded until reorganiza- 
tion of American & Foreign is com 


372 





FINANCIAL NEWS AND COMMENT 


pleted. The commission thus far has not 
acceded to this suggestion. Chances ap- 
pear favorable that the commission will 
approve the present plan some time this 
year. 
Y Aniavicon Gas & Electric — Final 
integration step is to dispose of hold- 
ings of Atlantic City Electric. Some 
stock is now being disbursed to com- 
mon stockholders in the form of divi- 
dends. The balance was offered for 
public sale a few weeks ago and although 
the top bid seemed fairly well in line 
with the over-counter market for the is- 
sue, the company immediately rejected 
the bids, and thus far has not indicated 
when a reoffering will be made. (It is 
understood that the company has until 
the end of 1948 to dispose of the issue 
in the absence of any new SEC order.) 
American Light & Traction — This 
company is tied in with United Light & 
Railways (top holding company) and 
two plans have recently been filed. The 
oficial plan would keep American Light 
alive, with control eventually disposed of 
after the proposed $80,000,000 pipe-line 
project is consummated, several years 
hence. The company informally indi- 
cated at the hearings that it would ac- 
cede to the SEC suggestion made over a 
year ago that American Light’s preferred 
stock be retired at $33. The interest in 
Madison Gas & Electric and the invest- 
ment in Detroit Edison common stock 
would eventually be disposed of to 
finance the equity interest in the pipe 
line. (Some Detroit Edison would be 
disbursed as dividends in lieu of cash to 
common stockholders.) United Light 
would also distribute some American 
Light in place of the $1 cash dividend 
rate. The other plan, filed by Harold L. 
Fierman, proposed a merger of the three 
holding companies (United, American 
Light, and Continental Gas & Electric). 
Publicly held American Light would be 
exchanged for eight-tenths’ share of 
United, which would pay $1.50 in divi- 
dends compared with the $1.20 rate on 
American Light. Hearings are being 
currently held on the official plan. 
American Gas & Power—A plan by 
American Gas for merger with its re- 
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maining subsidiary, Minneapolis Gas 
Light, was approved by the SEC and a 
district court, but has been appealed by 
a security holder to the circuit court. 

American Power & Light—Two in- 
tegration plans have been before the 
SEC for some time, but the commission 
has not issued any findings. Under pres- 
ent market conditions it is doubtful 
whether the official plan could be con- 
summated. However, the company has 
been making progress with the north- 
western segment of its scattered hold- 
ings; two companies have been merged 
and the stock of the new company is be- 
ing transferred to a third subsidiary, re- 
sulting in a concentration of interests in 
this territory which should facilitate sale 
or other disposal. 

American Water Works — Plan by 
this company to dispose of the stock of 
its water works subsidiary holding com- 
pany has been delayed by market condi- 
tions and by the necessity of obtaining 
a Treasury tax ruling. The offering is 
expected some time in the fall. The com- 
pany has made no definite plans as yet 
to proceed with the integration of the 
electric portion of the property—though 
it was the first holding company to file a 
broad general plan a decade ago. A num- 
ber of steps may be necessary to clear up 
the rather complicated relations between 
the various holding companies which 
control the electric and transit operat- 
ing subsidiaries. 

Cities Service Company — About 90 
per cent of its program has been com- 
pleted, having retired its preferred stocks 
(with arrears) by an exchange for its 
debentures. Its remaining electric prop- 
erties in Ohio and New Mexico are now 
in shape for sale and presumably the 
company is awaiting the right market 
timing. A few minor steps, such as the 
recapitalization of Arkansas Natural 
Gas, also remain to be worked out. 

Columbia Gas & Electric—The com- 
pany has virtually completed its integra- 
tion program, having disposed of its elec- 
tric properties and recapitalized. The 
company is being conservatively managed 
and is in a greatly strengthened financial 
position. 
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Continental Gas & Electric — The 
company can probably retire its bank 
loan with net current assets (plus cur- 
rent income) within the next six months 
or year. Merger with the top company, 
United Light & Railways, would then be 
a logical development. However, the of- 
ficial plan now before the SEC would 
apparently keep the company alive. 

Consolidated Electric & Gas—A plan 
was filed by this company last April pro- 
viding for retirement of its preferred 
stock (the only publicly held security) 
by exchange for Atlanta Gas Light com- 
mon. The plan awaits final action. 

Commonwealth & Southern — Con- 
siderable progress recently has been 
made by Commonwealth. The Southern 
subholding company has now been set 
up, acquiring the stocks of the southern 
operating subsidiaries. A new plan has 
been presented to the SEC for retiring 
the preferred stock on a mandatory 
basis of exchange. Under present mar- 
ket conditions the plan does not seem 
especially generous to preferred stock- 
holders, but may qualify under the in- 
vestment value theory of appraisal which 
takes into account “normal future” 
valuation. 

Electric Bond and Share — Recently 
Electric Bond and Share issued its annual 
report showing a balance for common 
stock per share of nearly $30 as of 
June 30th. However, completion of the 
American & Foreign Power plan (see 
page 372) would reduce this value sub- 
stantially, although on the other hand the 
values of some holdings such as Electric 
Power & Light and Ebasco Services may 
well appreciate over a period of time. 
The company plans to remain in busi- 
ness after eventual disposal of invest- 
ments other than Ebasco and Foreign 
Power. 

Electric Power & Light—A plan for 
retirement of its preferred stocks was 
filed over a year ago. The SEC has not 
yet rendered its decision and market 
conditions have been somewhat unfavor- 
able. United Gas recently completed its 
refinancing and the increase in its divi- 
dend rate to $1 should facilitate future 
application of the plan. 
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Engineers Public Service — The com- 
pany has consummated its plan except 
for settlement of litigation over pre. 
ferred call premiums, and disttibution of 
remaining small assets. 

General Public Utilities — The major 
part of General Public’s program for 
clearing up the highly complicated As- 
sociated Gas System has been completed. 
Remaining steps appear to be (1) 
eventual disposal of Manila Electric, 
Staten Island Edison, and possibly one 
or two other subsidiaries; and (2) re- 
financing of the bonded debt of Asso- 
ciated Electric and its eventual absorp- 
tion into the top holding company. 

International Hydro-Electric — Three 
plans have recently been filed with the 
SEC, including one prepared by the 
trustee. It seems likely that the SEC will 
approve application of cash on hand to 
reduce the principal amount of the de- 
bentures, but whether the trustee’s for- 
mula affords adequate value for the re- 
maining 70 per cent may be open to ques- 
tion. It may require some months for the 
staff and commission to reach a decision. 

Long Island Lighting—An SEC plan 
has superseded an earlier one approved 
by the New York Public Service Com- 
mission. The recap plan for a subsidiary, 
Kings County Lighting, has also been a 
bone of contention between the two com- 
missions and may go to the Supreme 
Court for final decision. Final decision 
on the Long Island plan may have to 
await settlement of the jurisdictional is- 
sue in the Kings County Case. 

Middle West Corporation—The prin- 
cipal holding, Central & South West, has 
been distributed to stockholders, who 
have voted to dissolve Middle West. Dis- 
tribution of remaining assets may prove 
a little slow, since a number of points re- 
main to be clarified. 

New England Electric System—This 
company has superseded New England 
Power Association. The integration pro- 
gram has been virtually completed. 

New England Gas & Electric — Re- 
cently recapitalized, this company has 
also about completed its pro except 
for disposal of several subsidiaries out- 
side of Massachusetts. 
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What Others Think 


The Growing Importance of Human 
Relations 


HE focal point of public utility in- 

dustry attention is increasingly the 
subject of human relations. Contained 
in the titles “public relations,” “person- 
nel relations,” it is a large factor in- 
volved in discussion of almost any cur- 
rent topic of broad industrial interest. 
The common denominator appears to be 
the “human element,” or simply man’s 
treatment of his fellow man. 

The approach to this field was care- 
fully analyzed by C. J, Allen, vice presi- 
dent of Connecticut Light & Power 
Company, as presented in his recently 
published article in Pustic UTILITIES 
FortTNIGHTLY for July 31, 1947. 

Allen sees public relations as the most 
important new feature of business his- 


tory—important to the person, the firm, 
and the community as a whole. Backing 
up this viewpoint is an accumulating 


mass of evidence. Recent annual re- 
ports, addresses made before various 
groups, papers presented before associa- 
tion meetings, and releases from many 
corporations have taken up the subject 
of human relations with renewed vigor. 

Allen deduced the great depression 
was responsible for a breakdown in con- 
fidence which grew to proportions 
threatening popular belief in the ability 
of our institutions to operate in the pub- 
lic interest. Restoration of national unity 
required a new recognition of the im- 
portance of good relations with all 
groups — employees, stockholders, cus- 
tomers, and the general public. Groups 
seen as needing immediate attention are 
employees and the general public. Re- 
cent echoes of this view have come from 
afield. 


N an address before the personnel con- 
ference of the American Manage- 
ment Association held this spring in 
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Chicago, Fowler McCormick, chairman 
of the board of International Harvester 
Company, made the following contribu- 
tion in answer to a question he knew ex- 
isted in many minds: 


Why ... are we discussing human rela- 
tions at a management conference? I think 
we can say that the subject is of paramount 
importance for two reasons. In the first 
place, there are more difficulties today in 
the sector of human relations than in any 
other sector of management's activities. Sec- 
ondly, I believe that a great many people in 
this country sense that the very existence of 
American industry depends on the success 
of its human relations. In this country we 
have... everything we need . . . But if the 
people of this country do not believe in 
American industry, American industry will 
not last. 


McCormick says that science and en- 
gineering tend toward larger indus- 
trial units—with consequent impersonal 
and hazy human relations. The resulting 
concept of “machine efficiency” can be- 
come inhuman if carried to excess. He 
stated : 


. .. Because it was possible to do business on 
a larger scale, which made large profits pos- 
sible, we too often became engrossed in 
“making money.” 

With all this, human relations were neg- 
lected. Although some owners and man- 
agements honored the human factor, in many 
cases it took strong influences to bring the 
attention of management in general back to 
the rights of people. Those influences have 
been brought to bear, and under their stimu- 
lus human relations have again become im- 
portant . . . relationships with stockholders, 
employees, and customers, the three groups 
with which management has, perhaps, the 
most vital human relations. I have long held 
that the soundest conception on which to 
base a corporation’s policies is the view that, 
after it has achieved a certain size, a com- 
pany is a social institution which should be 
operated equally in the interest of stock- 
holders, employees, and customers. 


McCormick finds a solution to part 
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of the human relations problem in 
the general field of management tech- 
niques—techniques of personnel admin- 
istration, labor relations and collective 
bargaining, employment, training, wage 
and salary administration, communica- 
tion, Opinion surveys, etc. He volun- 
teered one simple recommendation, 
seemingly trite were it not so effective— 
the Golden Rule: 


The ... last source of solutions that I am 
going to suggest may sound strange and per- 
haps remote in an environment of technical 
subjects such as properly engage the atten- 
tion of management professionals. It is the 
2,000-year-old concept: “Do unto others as 
ye would that they should do unto you.” It 
was years ago, but years after I had begun 
to search for the bases of a sound industrial 
relations program, that it began to dawn on 
me that here was the best generalization, the 
best guide to human relations including hu- 
man relations in business that had ever been 
put in terse form. 


McCormick asked some provocative 
questions too: 


Have managements been adequately re- 
lated to employees in the past? Or have 
masses of employees come to feel that dur- 
ing their working hours they exist in an 
impersonal atmosphere and are working for 
an inhuman entity of some kind? ... 

Are we really related to the public? Or 
do we feel that it does not make much dif- 
ference what the public feels about us and 
that, therefore, it is unnecessary to tell peo- 
ple about ourselves? ... 

Are we convinced that we in business have 

the glorious opportunity of fulfilling the rea- 
sonable expectations of the people, that busi- 
ness should be a constructive and socially 
minded member of every community and of 
the nation? Do we fulfill the reasonable ex- 
pectation that business will cooperate with 
government for the common good? 
... 1 believe that history will show that the 
reasonable expectations of people possess 
tremendous vitality. If the expectation is 
reasonable enough and important enough to 
enough human beings, sooner or later it will 
be fulfilled. The only question is: What 
agency will fulfill it? 


Summing up future prospects, he con- 
cluded : 


... the basic question that faces American 
business: Have we the ability and do we 
want to make the effort and sacrifices neces- 
sary to assume the task of fulfilling the rea- 
sonable expectations of the American peo- 
ple in the economic field? Or are we willing 
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to see some other agency or system take 
over the job because of our default-or fail- 
ure? I am sure you know my answer, and I 
am sure I know yours. 


ROM another quarter on the same 

general subject, we have Guy B. 
Arthur, Jr., vice president of the Amer- 
ican Management Association, who ad- 
dressed the same conference on the 
“Changing Aspects of the Personnel 
Functions in Management.” He said in 
part: 


_ Despite two World wars, much social leg- 
islation, and an immense growth in union- 
ism the basic objectives of sound personnel 
administration have not changed. Manage- 
ments’ personnel job is still to obtain capable 
people, utilize their efforts most effectively, 
and to provide maximum satisfaction for 
each individual so as to maintain his will- 
ingness to work. 


Arthur places emphasis on the non- 
monetary rewards, the pride in accom- 
plishment and craftsmanship and other 
sources of satisfaction in combating the 
impersonal aura surrounding certain 
modern occupations, as indicated in his 
following statement: 


Unfortunately top management has... 
underestimated the importance of the non- 
financial satisfactions in any job except pos- 
sibly its own. I refer to protection from 
insecurity; a chance to learn; the opportu- 
nity to advance to the limit of our abilities; 
the privilege of using our own ideas where 
they do not conflict with standard practice 
or policies; current knowledge of our 
progress; recognition of our accomplish- 
ments and contributions; social satisfaction 
from our associations; fair treatment; and 
information as to our company’s activities, 
progress, and contributions to society. These 
are the satisfactions which cannot be pur- 
chased out of the profits from enterprise. 
Notwithstanding, those companies which 
provide these nonfinancial incentives enjoy 
lower costs than their competitors. 


Arthur feels that, however constant the 
objectives of personnel administration 
may be, four factors—costs, unions, 
“isms,” and research — change the as- 
pects of the personnel function in man- 
agement. He stated: 

The growth of unionism is the second fac- 
tor and ... closely related to the first. It has 
pointed out that employees were seeking not 
only a bigger share of our income but some 
of the nonfinancial satisfactions most top 
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managements had overlooked. We had not 
sold employees on the fact that they have 
enjoyed continuously increased wages pro- 
portionate to their increased productivity per 
man-hour since the beginning of the so- 
called “machine-age.” Our problems were 
not their problems and so they listened to 
other versions of the story. As a result we 
received demands for disproportionate 
shares of our income and for the poorly 
termed “fringe issues.” We now spend 
precious time and money on negotiations, 
grievance meetings, and arbitrations. Union 
restrictions on production will not help our 
costs in time to come. Above all work stop- 
pages have made delivery promises absurd 
so that in the future contract buyers will 
attach as much importance to our ability to 
serve them on time as to our quality and 
prices. Woe be unto the concern which is 
continuously beset by work stoppages dur- 
ing a highly competitive era. No wonder the 
personnel function in management is receiv- 
ing greater emphasis. 


Arthur had the following to say about 
the encroachment of “isms”: 


... The rise of Socialism on the European 
continent and the threat of Communism 
throughout the world has made many top 
management people aware of their past fail- 
ure to sell the “American Way of Life” or 
the “Free Enterprise System” to our work- 
ing citizens. As a result we find a great em- 
phasis today on programs for getting across 
the advantages of democracy to employees. 
Basically we have more than a selling job 
to do in this connection. We must prove that 
our system is superior to all others by mak- 
ing it work. That entails providing employ- 
ment to 60,000,000 people next year and every 
year. If we suffer with armies of unem- 
ployed in the future we can expect demands 
for government control and in the long run 
some form of “ism.” 


HIFTING attention to the last factor— 
research—he believes that greater 
attention can be given the field of human 
relations. What has been done “proves 
the need for better technique in select- 
ing, training, and supervising em- 
ployees.” He feels that financial incen- 
tives are ineffective where morale of the 
work force is low. 

Arthur sees in the increased attention 
to human relations an actual saving due 
in part to consideration of nonmonetary 
factors. He added: 

During this period when the labor pains 
of reconversion and the full impact of the 


four factors mentioned have begun to be felt 
it has been interesting to watch the reac- 
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tions of top management toward their per. 
sonnel function. Some have concluded that 
their personnel department was a war neces. 
sity but not important when applicants were 
once again knocking at their door. In these 
cases it is quite likely the personnel depart. 
ment had never pa its existence from 
the standpoint of the savings that could be 
made. Yes, savings, although that is a word 
not commonly found in the vocabulary of 
personnel. Savings from selection, training, 
the reduction of grievances, the improve. 
ment of morale, suggestion systems, safety 
plans, wage administratior., medical pro. 
grams, and a stable working force. 

The other extreme of. top management re- 
action to the four factors is found in those 
companies where personnel departments have 
been greatly expanded since the end of the 
war. In these concerns management has had 
the facts as to costs versus savings and have 
as a result enlarged their personnel activities, 


Arthur’s closing remarks reflect a 
faith in sound policy and American 
teamwork. He is convinced that sound 
personnel administration will yield good 
labor relations, and that the future of 
the free enterprise system depends upon 
the unselfish contributions of all mem- 
bers of the labor-management team 
towards their common objectives. 


Cn back to the more immediate 
field of interest to the utility indus- 
try, we note that the July, 1947, report 
by the committee and subcommittee on 
sales personnel and training, commercial 
division of the Edison Electric Institute, 
considers the subject “Selection of Sales 
Personnel.” In presenting the problem 
in the opening pages of the report, the 
reader is immediately confronted by an- 
other aspect of the general topic—human 
relations. A theme similar to that found 
in the addresses quoted above is con- 
tained in the following statement: 


_In many companies, the sales or commer- 
cial department is primarily responsible for 
personal contacts with customers and for the 
handling of their problems. The attitudes 
and actions of these employees determine to 
a large degree, therefore, the standing of 
the company in a community, the attitude of 
the public toward the company, and the 
progress and growth of the company. Peo- 
ple have a variety of talents, and no single 
person has all the desirable attributes for 
every type of endeavor. It is also true that 
careful attention to selection and placement 
of each individual materially contributes to 
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a smoother running, more efficient organiza- 
tion.... 

Employees are happier when they are do- 
ing work which is interesting to them; em- 
ployee morale is, therefore, maintained at a 
high level and many grievances are avoided. 

Friction within any organization is usual- 
ly caused by misunderstandings, clashing 
personalities, and improper supervision. A 
scientific selection program can help to avoid 
such weaknesses by putting persons in posi- 
tions where their qualifications, abilities, and 
personalities dovetail into the organization. 


This guide takes up the general prob- 
lem of selection of sales personnel and 
treats each phase of the recommended 
plan in detail. 


Latest edition of the planned lighting 
program sponsored by Edison Electric 
Institute, entitled “Planned Lighting 
Program for Offices,” lists the following 
benefits to the customer : 

1. Increased employee efficiency. 

2. Increased use of office space. 

3. Improved employee morale. 

4. Improved public relations. 


At a glance it can be seen that the 
sales angle here appeals to the current 
widespread interest in human relations 
and resultant personnel efficiency and 
satisfaction. 

—F. T. 





When Is a City Not a City? 


a growth of public ownership in 
the field of electric utility service 
has admittedly been impressive during 
the past decade and a half and that in- 
cludes municipal ownership and opera- 
tion of local electric utility service. But 
the general impression of both industry 


and unbiased observers is that the trend 
slowed down considerably during World 
War II and, for that matter, ever since 
the lush days of Federal loans and grants. 

But a recent item in Public Manage- 
ment is really an eye opener in this re- 
spect. Here is the verbatim statement— 
taken from the August, 1947, issue of 
that magazine: 


Over 3,400 Crtres Use Pustic Power 

More than 3,400 cities are now served by 
electric systems owned by municipalities, co- 
Operatives, or public power districts. Last 
year an estimated 100 or more cities pur- 
chased or created municipal electric utilities, 
following an increase of 110 cities in 1945. 
The greatest concentration of publicly owned 
electric facilities is in Tennessee valley states, 
the Middle West, and states bordering the 
Gulf of Mexico. Nebraska and Tennessee 
are the first states to have all electric utilities 
publicly owned. The final link in public own- 
ership of all Nebraska electric utilities was 
completed this year when the Omaha Pub- 
lic Power District took title to the Nebraska 
Power Company in a $42,000,000 transaction. 
There are at least 327 other Nebraska cities 
served by publicly owned electric facilities. 
In Tennessee most municipal and codpera- 
tive electric utilities get their power through 


the Tennessee Valley Authority. Chatta- 
nooga has one of the largest municipally 
owned utilities in the state, with an electric 
plant valued at more than $16,000,000. Ten- 
nessee has more cities served by publicly 
owned utilities than any other state, with 
374 served when last counted. Nebraska is 
second, and Iowa third with 147 cities served. 
Publicly owned electric utilities serve 146 
cities in Kansas, 142 in Texas, 140 in Ohio, 
137 in Minnesota, and 129 in Alabama, 


Of course, Public Management does 
not include its definition of a “city.” This 
probably would be rather difficult in some 
states, where the term can be loosely ap- 
plied to almost any two or more buildings 
at a crossroads. It would be interesting, 
however, to learn just what were the 
names and population of the 100 “cities” 
which went over to municipal ownership 
in 1946; also the same for “cities” com- 
prising the “increase” noted for the pre- 
ceding year of 1945 of 110. 


HIs vast surge of “cities” shifting 

to municipal operation is astonish- 
ing in view of Federal Power Commis- 
sion statistics which indicate a gain of 
much less than 100 in the entire period be- 
tween 1941 and 1946. In fact, the 1946 
FPC Directory of Electric and Gas Utili- 
ties gives a total of only 2,200 publicly 
owned systems in the entire United 
States serving communities of 250 popu- 
lation or more—more than 1200 | ee 
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Courtesy, Courier Journal 


“THERE ARE ONLY ABOUT TWO PROGRAMS A WEEK HE DOESN’T LISTEN 
TO. ICAN HAVE A FEW WORDS WITH HIM THEN.” 


than the total given by Public Manage- 
ment, 

If we consult the U. S. census for three 
of the states noted by that publication as 
having the greatest number of “cities” 
served by municipally owned plants, co- 
Operatives, or districts, we come out 
with some strange results. Confining 
ourselves, for purposes of comparison, 
to “cities” with population of 2,500 
or more, we find the following: Ne- 
braska, where 328 “cities” are claimed 
to be served by public ownership, has a 
total of only 36 communities with popu- 
lation exceeding 2,500. Tennessee, 
where 374 “cities” are said to be served 
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by public ownership, has only 58 com- 
munities of the 2,500 or better class ; and 
Iowa, where 147 “cities” are served by 
public ownership, has but 89 real flesh 
and blood communities of the 2,500 or 
better class. 

Of course the trick probably lies, as 
already stated, in what one cares to refer 
to as a “city.” But such comparative 
figures, in the light of official statistics, 
make the casual observer wonder just 
what is the value of any such statistical 
claims at all, what is the purpose of pub- 
lishing them, and just who is trying to 
prove what. 

—F. X. W. 
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Management-Stockholder Cooperation 


tT the recent annual meeting of the 
Pennsylvania Railroad a resolution 
was adopted creating a committee of 
stockholders to confer with management 
on problems of mutual interest. The 
resolution was the result of a desire of 
shareholders present for active stock- 
holder-management cooperation on mat- 
ters in which they could be of assistance 
to the corporation. As a result, M. W. 
Clement, president of the railroad, ap- 
pointed a committee of six members. 
The first meeting of the committee 
with management occurred June 4th. 
Concerning the proceedings a letter to 
the stockholders, signed by J. Taney 
Willcox, secretary of the company, 
stated : 

At this meeting the president reviewed for 
the committee various governmental matters 
having an effect on the interests of the com- 
pany and its stockholders. ... 

The committee . . . expressed interest in 
ways and means to bring about more har- 
mony between the governmental decisions 
which increase the railroads’ labor costs and 
the decisions of other governmental bodies, 
such as the Interstate Commerce Commis- 
sion and the state public service commis- 
sions, which largely control the railroads 
income, ; 

The members of the committee discussed 
at considerable length the manner in which 
the stockholders might best assist the man- 
agement in dealing with various aspects of 
this problem. The consensus was that the 
most effective opportunity open to the stock- 
holders is to try to influence public opinion 
and governmental opinion to perceive the 
justice and economic necessity of providing 
a reasonable return on investment, in order 
that facilities may be provided for service 
to the public and an adequate plant main- 
tained for the employment of labor. 


I‘ bringing this and similar considera- 
tions to the attention of the public 
and government bodies, it was generally 
agreed that the stockholders have a 
personal responsibility that could be 
most effectively expressed by the direct 
presentation of their views to the press, 
Congress, and regulatory bodies. In 
order to facilitate this action by stock- 
holders, it would fall to management to 
keep these auxiliaries informed so that 
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they may act when the opportunity pre- 
sented itself. It was felt that manage- 
ment should call on them to assume this 
responsibility. As further emphasized 
by the secretary in the letter referred to, 
It was deemed by the committee of the 
greatest importance that the stockholders 
assume such responsibility, in view of the 
fact that their investments make possible the 
existence of the company and the jobs held 
by the employees and, therefore, they are 
entitled to some return on their investments 
and should be active in protecting their in- 
terests and in opposing any action that might 
jeopardize their investments. 

Recently the metropolitan newspapers 
have carried an advertisement, published 
over the name of the Pennsylvania Rail- 
road, in the interest of its 218,000 stock- 
holders. It features a bar graph illustrat- 
ing the disproportionate and contrary 
trends of the company’s wage bill as 
compared with its dividend payments. 
While dividends have decreased, from 
$26,335,392 in 1936 to $19,751,631 in 
1946, the wage bill has doubled. The 
wages and payroll taxes for employees 
totaled $218,708,840 in 1936 and rose to 
$510,016,452 in 1946. Attention is di- 
rected to the fact that when wages are 
increased to meet higher prices, and 
when the cost of material rises, plus the 
increasing tax burden, it is the stock- 
holders who are squeezed, yet they are 
the ones, whether their holding is large 
or small, who supply the money which 
creates the jobs. It was suggested that 
the employees should be concerned from 
a strictly personal interest viewpoint. 
Employees cannot afford to be indiffer- 
ent to the interests of the company’s 
stockholders. If rates are inadequate 
both suffer as a direct result and there 
exists no net gain to provide for future 
progress, That, in brief, was the message 
of the stockholders’ advertisement. 

‘Stripped to its bare essentials, the gen- 
eral problem is one facing those con- 
cerned with public relations and em- 
ployee education. It would appear evi- 
dent that all groups have an interest in 
the achievement of a broader under- 
standing of the essentials of our system. 
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The March of 
Events 


In General 


Natural Gas Studies Issued 


TupDIES based upon plant investment 
S costs and operating expenses re- 
ported by 87 large natural gas companies 
for 1945 have been made public by the 
Federal Power Commission in a new pub- 
lication entitled “Natural Gas Company 
Cost Units.” 

These studies provide data which may 
be used in comparing construction costs 
and operating expenses of individual 
companies with the experience of the in- 
dustry in general. Construction costs 
have been developed in considerable de- 
tail and analyses of individual items have 
been extended to show differences due 
to various factors. For example, the con- 
struction cost per horsepower of installed 
capacity of a transmission compressor 
station may be compared to the average 
cost of other stations of the same size and 
constructed during periods of compara- 
ble price levels. Average costs of struc- 
tures and improvements and of equip- 
ment as well as total costs are shown. 

Average operating expenses of com- 
pressor stations detailed as to costs of 
labor, fuel, other operating expenses, 
maintenance, and in total are given for 
stations of various sizes and for various 
rates of operation. 


FPC Sets Hearing 


SB Federal Power Commission has 
set September 15th at St. Louis, 
Missouri, to open hearings on evidence 
concerning a request of Mississippi River 
Fuel Corporation for authorization to 
construct and operate facilities to in- 
crease delivery capacity of its gas pipe- 
line system by 83,000,000 cubic feet of 
SEPT. 11, 1947 


gas per day by the winter of 1948-1949, 

Construction proposed by the company 
consists of a series of loop lines to pro- 
vide two separate continuous pipe lines 
from the Perryville compressor station 
in Louisiana, to St. Louis, Missouri, and 
installation of an aggregate of 11,000 
additional horsepower at the Perryville, 
West Point, and Twelve Mile compres- 
sor stations. The looping would include 
about 189 miles of 22-inch lines, 23 miles 
of 12-inch line in 4-line manifolds at 
creek crossings, and 184 miles of 10-inch 
line in 6-line manifolds at river crossings. 
The loop lines would be constructed in a 
series of partial loops to connect existing 
and previously authorized sections along 
the main 22-inch line, and an extension 
of the Alton line loop to a point in Gran- 
ite City, Illinois. Cost has been estimated 
at $11,083,715. 

Mississippi River Fuel Corporation 
owns and operates a natural gas trans- 
mission system commencing at a com- 
pressor station in Perryville, Louisiana, 
and continuing with a main trunk trans- 
mission line through Louisiana, Arkan- 
sas, and Missouri into Illinois. All gas 
purchased by Mississippi River Fuel is 
delivered to it at the Perryville compres- 
sor station, 


Reclamation to Set up 
Field Offices 


ECLAMATION Commissioner Michael 
W. Straus announced recently that 

25 field offices are being established to 
relieve an overload in designing reclama- 
tion work to be constructed in fiscal 1948. 
Straus said the offices are necessary to 
reduce delay in engineering progress 
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caused by a 40 per cent cut in appropria- 
tion for the Denver, Colorado, main en- 
gineering offices. 

Straus pointed out that the Reclama- 
tion Bureau has to start construction on 
a greater number of dams this year than 
ever before, including ten dams for flood 


control in the Missouri river basin. 

Straus said the Denver offices will con- 
tinue to work out more complicated en- 
gineering problems while the field offices 
will be responsible for detail design on 
minor structures, transmission lines, and 
irrigation distribution. 


Arizona 


Power Line Pact Reached 


T a session on Arizona power distri- 
bution plans held in Washington, 
D. C., last month, H. F, McPhail, direc- 
tor of the Bureau of Reclamation Power 
Division, and M, J, Dougherty, chairman 
of the Arizona Power Authority, agreed 
on the bureau contention that it should 
build the $25,000,000 system of “back- 
bone” power lines from Davis and 
Hoover dams. 

“The Federal government has taken 
its stand finally on the construction of 
the backbone system,” McPhail said. 
“We expect the Arizona Power Author- 
ity to tap off our system and run lines 
into less accessible points of the state, and 
serve as a wholesaler of power to private 
utilities, electrical coOperatives, and sim- 
ilar organizations.” 

He said that actual contracts for the 
purchase of power by the Arizona Pow- 
er Authority probably would not be 
signed for several months. 


Power Crisis Eased 


UPPLEMENTARY electric power from 

California is easing Arizona’s crit- 
ical power situation, according to L. K. 
Doutrick, chairman of the operating 
committee of the Arizona Electric Co- 
ordinating Committee and vice president 
of the Central Arizona Light & Power 
Company. 

The state is now receiving 50,000 kilo- 
watts of power from the California 
utilities. Mr. Doutrick pointed out that 
California is faced with a power shortage 
of its own but is delivering power that 
is needed in Arizona which faces a crit- 
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ical situation owing to the drought on the 
Salt river watershed, difficulties experi- 
enced by state power distributors in se- 
curing additional generation equipment, 
and the unprecedented growth of power 
loads in the state. 

California electric power has been 
flowing into the state since August Ist, 
and arrangements have been made by 
Arizona and the coordinating committee. 
The contract between the Arizona utility 
and the West coast utility will run 
through 1950. 


Rate Case Halted 


fe: state corporation commission 
recently halted in its intention of 
announcing a rate decision in the appeal 
of the Eloy Light & Power Company to 
establish a higher tariff for power to 
pump users, when the latter entered the 
Maricopa County Superior Court and 
challenged the right of the state com- 
mission to handle the case, both because 
it had not issued a 30-day notice of the 
hearing and because it was exceeding its 
jurisdiction in such rate-making mat- 
ters. 

The commission had promised that a 
decision would be given last month. Judge 
Walter Thalheimer, before whom the 
suit was filed, had set August 22nd as 
the time for ruling on the matter. If he 
should find the commission’s action was 
in accord with the law, it was said to be 
prepared to announce its decision at once. 
Should the rule that the 30-day notice 
should have been given, a new hearing 
would be called and held to comply with 
such regulations. 
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Arkansas 


Private Power Advantages 
Explained 


MAJOR reason why White River 

Power Company is continuing ef- 
forts to install and operate the power 
plant at Bull Shoals dam is because the 
company could help north Arkansas and 
save the nation’s taxpayers many millions 
of dollars, C. S. Lynch, president, said 
recently. 

White River Power Company is owned 
by Arkansas Power & Light Company, of 
which Mr, Lynch is executive vice presi- 
dent. 

In filing a petition with the Federal 
Power Commission for a hearing on its 
once denied application of last year for 
a license to install the power facilities 
at Bull Shoals, White River Power Com- 
pany claimed that the FPC, in denying 
the application, had discriminated against 
residents and school children of the dam 
area “by refusing them an opportunity 
to show that the denial effectively de- 
prives them of the school and other tax 
revenues that would accrue to them if 
said power plant were constructed and 
operated by private citizens.” 

The power plant would be constructed 
and operated under supervision of the 
chief of United States Engineers, the 
petition said. It would be designed for 
ultimate installation of eight generating 
units, each with a normal capacity of 
42,000 kilowatt hours an hour or a total 
of 336,000 kilowatt hours. 

White River Power Company has esti- 
mated that a first installation of three 
generators and associated facilities would 
require an investment of about $7,500,- 
000. This would not include several mil- 
lion dollars that Arkansas Power & Light 
proposes to spend for transmission lines 
to carry the power from the dam to its 
system. 


Franchise, Fare Increase Voted 


25-YEAR extension of Capital Trans- 
portation Company’s franchise was 
approved unanimously by the Little Rock 
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city council last month, and an “emer- 
gency” fare increase from 6 to 8 
cents or two tokens for 15 cents was ap- 
proved by a 5-to-2 vote. 

The fare increase, which President C. 
Hamilton Moses of the Arkansas Power 
& Light Company said probably would 
be effective August 26th, will continue 
six months from passage, or until the 
state public service commission rules on 
the company’s application for a “‘reasona- 
ble” return on its investment. 

If signed by Mayor Wassell, the new 
fare schedule would be: adults, two 
tokens for 15 cents or 8 cents for a single 
ride; children under twelve, 10 tokens 
for 25 cents; school children, 10 tokens 
for 25 cents; children under five, free 
if accompanied by passenger paying adult 
fare. 

The 25-year franchise extension, which 
would not be effective for thirty days, 
Assistant City Attorney Frank H. Cox 
said, gives the company permission to 
convert from streetcars to trackless trol- 
leys and busses. It is the second franchise 
extension passed by the council, the first 
having been defeated in a referendum. 


State to Get Pipe-line Taxes 


Ses sum of $326,268, representing 
ad valorem taxes in 1944 and 1945 
on the Little Inch and Big Inch pipe lines 
traversing 20 Arkansas counties, was 
awarded to the state, the counties, and 
school districts in them by a consent judg- 
ment signed by Federal Judge Trimble 
recently. 

Assistant Attorney General Cleveland 
Holland, who, with Attorney General 
Guy E. Williams, represented the state 
in litigation begun in Pulaski Chancery 
Court to collect the taxes, said he be- 
lieved the sum was the largest ever col- 
lected by the attorney general’s office. 

The judgment, against the Recon- 
struction Finance Corporation, directed 
checks for $82,282, the state’s share, be 
made payable to State Treasurer J. Vance 
Clayton and Mr. Williams, and for the 
remaining $243,986, counties’ and school 
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districts’ share, to Mr. Williams and to 
county treasurers. 

The suit was begun against the De- 
fense Plant Corporation, an RFC sub- 
sidiary, which built the lines to carry 
petroleum from Texas to the East dur- 
ing the war. During the litigation the 
Pa agreed to pay taxes of $163,000 for 
1946. 


Join in Move for Gas 


ast Arkansas banded together in 
Forrest City last month in a strong 
22-city association designed to obtain 
natural gas for this section of the state. 
City officials and chamber of commerce 
representatives from almost all major 
cities east of the White river formally or- 


ganized the East Arkansas Natural Gas 
Consumers Association and pledged 100 
per cent support in the association’s ef- 
fort to obtain an adequate supply of fuel 
for industrial, commercial, and economic 
purposes. 

Under provisions of a resolution 
adopted by the association five members 
will be selected as trustees from an 11- 
man board of directors. These trustees 
will prepare a uniform natural gas dis- 
tribution franchise and these franchises 
will be presented to each city which is a 
member of the association. 

When the franchises have been ac- 
cepted by each member of the association 
the trustees will open negotiations with 
any and all natural gas distribution com- 
panies. 


California 


Gas Proposal Submitted 


PROPOSAL for bringing an additional 

100,000,000 cubic feet of natural 
gas daily to northern California con- 
sumers was submitted to the state public 
utilities commission last month for ap- 
proval. 

Commission President Harold P. Huls 
said the plan was submitted in the form 
of an agreement among the Southern 
California Gas Company, Southern 


Counties Gas Company, and Pacific Gas 
and Electric Company. 

He said it was designed to avert a 
threatened “gas famine” in northern Cali- 
fornia. 

Delivery of the gas, if the proposal is 
approved, will begin early next year. 

The additional gas supply, Huls said, 
has been made possible through a new 
Texas pipe line, of 305,000,000 cubic feet 
daily capacity, construction of which is 
nearly three years ahead of schedule. 


Florida 


Objections Aired 


A= group of industrial and com- 
mercial users of electricity appeared 
before a special city council committee 
recently in the Jacksonville city hall to 
air their objections to two proposed city 
ordinances placing a tax on public utili- 
ties in the city. 

More than thirty representatives of 
the largest users of electricity were heard 
and only one domestic user voiced a pro- 
test. Edward D, Hobbs, manager of the 
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industrial department of the Jacksonville 
Chamber of Commerce, acted as leader 
of the industrial users’ opposition and 
called members of the delegation to tes- 
tify before the committee. 

At the outset of the public hearing, 
Council President Harold W, Whitehead 
and chairman of the special committee 
named to seek additional sources of 
municipal revenue, announced that mem- 
bers of the committee had agreed to 
eliminate the proposed local telegraph 
tax from the bill. 
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As the two ordinances now stand, it is 
proposed to place a 10 per cent tax on 
monthly bills of customers using $500 
worth or less of electricity, water, gas, 


bottled gas, and telephone service, and a 
5 per cent tax on customers whose 
monthly bills for those services exceed 


$500. 


lowa 


Utility Valuations Rise 
| yeipe tax assessments on all types 
of utilities, except railroads and ex- 
press companies, are being increased this 
year, the Iowa State Tax Commission 
reported recently. 

The commission, which values utilities 
for taxation, placed the total utility as- 
sessment on such property held in Iowa 
at $281,901,238, an increase of $9,037,- 
122, or 3.31 per cent over the assessments 
of 1946. 

Assessments on pipe lines went up the 


most, 6.74 per cent. The next highest in- 
crease was the 6.44 per cent jump for 
electric transmission lines. 

Other increases included: electric utili- 
ties, 5.66 per cent; telephone and tele- 
graph, 5.27 per cent ; gas utilities, 4.22 per 
cent; miscellaneous, 3.76 per cent; and 
waterworks, 2.32 per cent. 

Total 1947 assessment (on which the 
companies will pay taxes in 1948) for 
100 public utilities was placed at $132, 
527,930, or nearly one-half of the grand 
total of all utility assessments. 


Mississippi 


City Utility Ownership Asked 


N a meeting of businessmen and prop- 

erty owners in Hazlehurst last 
month, a resolution was passed unani- 
mously asking the board of aldermen to 
purchase the light plant in that city from 
the Mississippi Power & Light Company 
and to cancel the contract which the com- 
pany holds to operate the water plant 
there. 

Since the contract with the light com- 
pany will expire within the next year, the 
businessmen said it would be better for 
the city to operate its own water and 
light plants, 


A spokesman for. the group said 
these steps were necessary now, be- 
cause the city is expanding and exten- 
sive additions must be made to water and 
light systems as well as gas lines. No pro- 
posal was made to cancel the gas fran- 
chise held by the United Gas Company, it 
was pointed out. 

The group said if the city took over the 
water and light systems, the city could 
make enough profit in a few years to 
pay for needed extensions on the two 
systems. More than $300,000 will be 
needed to pay for the extensions, it was 
asserted. 


New York 


Intrastate Rates Raised 
DIVIDED state public service commis- 
A sion, after an unsuccessful appeal 
to the United States Supreme Court, 
bowed on August 20th to an Interstate 
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Commerce Commission order and at- 
thorized a 10 per cent increase in “class 
rates” on intrastate railway shipments. 
The increase was effective on August 
22nd. 
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The commission, in a 3-to-1 decision, 
said it was “compelled” to follow the high 
court ruling. Commissioner George Ark- 
wright dissented. 

The Supreme Court held last spring 
that an ICC-ordered increase for the 
“official” territory, which includes New 
York state, did not discriminate in favor 
of the South. 

The commission also approved what 


was described as a “routine” increase of 
23 per cent on freight rates for all goods 
other than commodities. A similar inter- 
state increase had been authorized by 
ICC, In approving the 10 per cent rise in 
intrastate class rates, the commissioner 
overrode Attorney General Nathaniel L. 
Goldstein, who has asked that the pro- 
posed increases be suspended pending an 
investigation of their legality. 


Pennsylvania 


Natural Gas Shortage Predicted 


RVING K. Peck, vice president and 

general manager of the Manufac- 
turers Light & Heat Company, recently 
announced that Pittsburgh probably will 
suffer another natural gas shortage next 
winter. 

Despite an increase in natural gas re- 
serves, the Equitable Gas Company has 
scheduled a 40 per cent cut for all indus- 
trial customers beginning November 
Ist. The curtailment will be in effect five 
months, officials of the firm said. 

Industrial users also have been notified 
that a further cut may be necessary 
during peak cold spells. Equitable’s nat- 


ural gas reserve is now 7.000,000,000 
cubic feet and will reach 8,000,000,000 
cubic feet, officials said. This supply, 50 
per cent larger than last year, will be 
needed to take care of new home users. 
Reconversion to gas is authorized only 
when medical hardships can be proved, 
it was said. 

Mr. Peck declared that even though the 
district may receive more gas next year, 
the supply still will not be able to meet 
peak winter requirements. The shortage 
won’t be licked, he contended, until the 
gas companies “are able to complete the 
installation of some large, additional 
transmission lines.” 


Virginia 
The Harrisonburg gas concern is an affil- 
iate of the Winchester company. 

The resolution of the council provided 


that if the Consumers Utilities Company 
did not comply with terms of the resolu- 


Gas Survey Ordered 


Ta Consumers Utilities Company, 
which supplies butane gas in Win- 
chester for domestic and heating pur- 
poses, last month was ordered by the 
city council to have a survey of its facil- 
ities made by engineers of the state cor- 
poration commission, and to supply the 
council with a map, showing its mains, 
connections, and appliances, and the con- 
dition of these facilities, at company ex- 
pense, 

_ The matter was laid before the council 
in a resolution “in the light of a tragedy 
that has just been visited upon the city 
of Harrisonburg,” where an accumula- 
tion of butane gas exploded last July 29th. 
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tion within thirty days, “application shall 
be made to the state corporation com- 
mission to suspend or revoke the com- 
pany’s charter or franchise until it has 
put its plant in such condition as to 
render service with safety.” 


Gas Rate Hike to Be Asked 


ICHMOND’S city council will be asked 
to increase the rates charged by the 
municipal government for gas for cook- 
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ing, heating, and other purposes, it was 
learned recently, Council probably will 
be asked to hike the minimum monthly 
bill from 50 to 75 cents for residential 
users. 

Louis Henkel, of Washington, the con- 
sulting engineer who made a survey of 
the waterworks and production costs im- 
mediately before water rates were in- 
creased in November, 1945, is making a 
survey of the gas works and the gas dis- 
tribution system, as well as production 
costs, it was learned. 

It was reported that Mr. Henkel prob- 
ably would not recommend an increase in 
gas rates for householders, but would be 
content with an increase in the minimum 
monthly charge. It was virtually certain, 
however, that he would declare that the 
city is losing money on the gas it sells to 


other users and will recommend sharp in- 
creases. 


City Demands Reassessment 


7 city of Richmond called on the 
state corporation commission last 
month to fix Virginia Electric & Power 
Company’s local property assessments 
at full fair market value or to raise them 
to parity with ad valorem property as- 
sessments in the city. 

In a 223-page rebuttal brief, the city 
brought to an apparent close before the 
state commission its part in the proceed- 
ings, begun nearly two years ago, in which 
it is challenging the commission’s prac- 
tice of evaluating public utility property 
for local taxation at 40 per cent of fair 
market value. 


oe 
Washington 


Court Denies Rehearing 


a oe state supreme court on August 
25th refused to reconsider its earlier 
decision denying Skagit County Public 
Utility District No, 1 the right to pur- 
chase the $135,000,000 Puget Sound 


Power & Light Company properties. 
The high court had ruled, 5 to 4, 
against sale of the utility properties to 
the PUD on grounds the district would 
become a master state district controlling 
use of power outside its boundaries. 


Wyoming 


Franchise Tax to Be Increased 


a george between city officials 
and officials of the Cheyenne 
Light, Fuel & Power Company were ex- 
pected to culminate soon in a “very sub- 
stantial increase” in the amount of the 
franchise tax paid to the city, and at the 
same time result in sizeable rate reduc- 
tions for electricity, Mayor John J. Mc- 
Inerney disclosed recently. 

The present tax is provided for in a 
franchise which has more than three 
years to run. However, Mayor MclIner- 
ney said the city now proposes that it 
grant a new franchise superseding the 
present one with provision for an in- 
creased franchise tax, effective at once, 
as well as substantial rate reductions for 


SEPT. 11, 1947 


electric customers within the city. Rate 
reductions must have the approval of the 
state public service commission, 

Negotiations for the increased fran- 
chise have been under way for several 
months. The city commissioners have 
taken the position that action should not 
be deferred until the present franchise 
expires on October 7, 1950. 

“We feel,” the mayor said, “that the 
benefits to the city and to electric cus- 
tomers should be secured at once.” 

The company now pays the city a flat 
sum of $3,000 per year for the use of 
streets and alleys. City officials consid- 
ered this inadequate under present con- 
ditions and in view of the growth of 
Cheyenne which has resulted in increased 
revenues for the company. 
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The Latest Utility Rulings 


Commission Approves Discontinuance of Private 
Branch Telephone Exchange 


A by a subscriber against 
a telephone company’s threatened 
discontinuance of a private branch ex- 
change was dismissed by the Missouri 
commission. The exchange was operated 
in an office building where incoming and 
outgoing calls were handled for tenants 
at a fixed monthly charge. Regulations 
prohibited the resale of telephone service. 
The commission, after determining 
that the exchange service involved con- 
stituted a resale of service, decided the 
principal question of the proceeding with 
this statement: 
Are these rules reasonable? We think so. 


Otherwise, a third party is established be- 
tween the company and the users of its serv- 
ice; the middleman could use only the equip- 
ment which he deems to be necessary and 
thereby determine for himself the character 
of service to be rendered; regulation would 
break down or at least be threatened and if 
permitted in this situation there would be no 
limits to such resales of utility service for 
it could not be restricted to one building or 
a group of buildings or even to a city block. 
Carried to an absurd conclusion the company 
might in the end be furnishing a substantial 
portion of its service at wholesale. 


Williams & Calmer, Inc. et al. v. South- 
western Bell Teleph, Co. (Case No. 10, 
972). 


€ 
Distribution in Kind to Holding Company Creditors Upheld 


yg providing for liquidation of 
Community Gas & Power Com- 
pany and the merger of American Gas & 
Power Company with its remaining op- 
erating subsidiary has been approved by 
the Federal District Court. 

Objectors to the plan posed the ques- 
tion whether the Securities and Ex- 
change Commission and the enforcement 
court have power to approve a plan of a 
solvent holding company where creditors 
secured by a pledge of underlying se- 
curities are given such securities instead 
of cash. They also raised the question 
whether the distribution was fair and 
equitable and whether the plan was ap- 
propriate in providing for the merger of 
American with its principal operating 
subsidiary. 
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The court admitted that it could not be 
seriously argued that the commission 
was asserting a power to destroy a pledge 
of collateral of American’s secured de- 
bentures. In fact, it said, the security be- 
hind the debenture was simply Ameri- 
can’s holdings of common stock in its 
subsidiary and cash received from the 
sale of former subsidiaries. Under the 
trust indenture American could use that 
cash to buy additional common stock of 
its subsidiary. After considering the 
Holding Company Act and its legislative 
history, the court observed : 


It must follow that a first mortgage bond 
likewise is subject to the impact of the act; 
hence I see no reason why such security 
holders may not also be forced to accept 
distribution in kind, whether they be called 
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true bondholders or “secured debenture 
holders.” Distribution in kind, then, in the 
matter at bar, is an appropriate and fair 
method for effecting compliance with the 
act. The main asset of American is the com- 
mon stock of Minneapolis; the latter as an 
operating company needs cash for reduction 
of debt, construction of properties and 
p sone | capital. It is not unfair to utilize 
the pledged cash to increase the stability of 
Minneapolis and thus strengthen its com- 
mon stock. 


It was argued that the pledged cash 
and the sale of the new common stock 
should be had to pay the secured deben- 
tures and cash. But here, the court point- 
ed out, the companies, the security hold- 
ers, and the commission itself faced an 
impediment. The city of Minneapolis 
strongly objected to any sale of stock of 
the operating company and would not 
permit the transfer of the franchise if 
such course should be followed. The 
conclusion was clear, therefore, that any 
alternative other than distribution in 
kind to the secured debenture holders 
would result in noncompliance for many 
years. 


HE Massachusetts Department of 

Public Utilities has approved a gas 
rate mcrease for the Worcester Gas 
Light Company. The schedules, as 
amended in accordance with the depart- 
ment’s opinion, would yield additional 
net revenue so as to bring the estimated 
return on par value of securities, premi- 
um, and surplus to about 5.05 per cent 
and on par and premium to about 6.4 
per cent. The net income would represent 
about 4.65 per cent on plant account less 
depreciation. 

The company estimated that, in order 
to meet future requirements of custom- 
ers, at least $1,600,000 would be ex- 
pended during the next four years on 

roduction plant, holders, and mains. 
ese expenditures would require out- 
side financing. This need for financing, 
together with increased labor and mate- 
rial costs, was given as the reason for 
higher rates. 
n considering the increased labor and 
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One secured debenture holder argued 
that the proposed plan resulted in an al- 
teration of his contract rights as fixed 
by the trust indenture and was therefore 
violative of the Holding Company Act. 
He also urged that payment in kind, even 
if authorized by Congress, was uncon- 
stitutional in that his claim would be 
diluted, The court rejected these argu- 
ments. 

The objectors did not complain that 
the plan was not in full compliance with 
§ 11(b)(2) of the Holding Company 
Act. Their arguments were directed to 
the proposition that they had a prefer- 
ence for a different type of plan. But the 
court held that a plan under § 11(e) of 
the act need not be the only possible plan 
to effect compliance with § 11(b)(2). 
The reason for this, it said, was that 
the choice of a plan rests with the hold- 
ing company management, subject, of 
course, to the approval of the commis- 
sion and the enforcement court. Re Com- 
munity Gas & Power Co. et al. 71 F 
Supp 171. 


7 


Rising Costs Force Gas Rate Increase 


material cost, the department remarked: 


Without delving into debatable grounds 
of economic policy, we feel impelled to point 
out that there is no magic fund in a public 
utility out of which increased costs for labor 
or materials may be paid. Its accounts are 
public property, its management salaries, its 
profits and dividends are matters of record, 
and the only source from which increased 
costs may be paid is from the rates to con- 
sumers. Nowhere are the operations of the 
immutable laws of economics better or more 
openly demonstrated. This department is 
required to see that capital receives a fair 
return, and no more, on its property. If that 
return is decreased by steeply increased costs 
to the point where it is no longer fair and 
reasonable, we are required to see that the 
rates charged to the public for its service 
are correspondingly increased. These prop- 
ositions are firmly embedded in the organic 
law of this country. 


The proposed schedules were com- 
puted on a fundamental basis of increas- 
ing all rates about 10 per cent. However, 
in accordance with principles which the 
department has approved, rates to gen- 
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eral users provided for a heavier increase 
in the first step of 100 cubic feet, affect- 
ing the so-called “convenience” user to 
a greater extent proportionately than the 
normal household user, and bringing his 
contribution more nearly in line with 
costs attributable to him. The company’s 
figures showed that more than 69 per 
cent of its bills were for use between 
500 and 3,000 cubic feet per month, and 
that the ordinary domestic customer used 


between 1,000 and 2,000 cubic feet per 
month. The department was convinced 
that the company was competently and 
efficiently managed, that the filed sched- 
ules, as amended in accordance with this 
opinion, were reasonably designed to suit 
the company’s operations, and that the 
additional revenue was required in order 
to provide a fair return and to continue 
adequate service. Re Worcester Gas 
Light Co. (DPU 7643). 


e 


Gas Rates for Space Heating Increased 


GAS company was authorized by the 

Massachusetts Department of Pub- 
lic Utilities to increase space-heating 
rates alone. The proposed rates would 
still meet the competitive situation, ow- 
ing to relative increases in the prices of 
competing fuels. 

The department observed that testi- 
mony as to relative fuel prices was im- 
portant in establishing the value of the 
service, an important consideration in ar- 
riving at a just and reasonable rate. 
Space-heating customers comprise 4.23 
per cent of the total customers. They use 
27 per cent of the company’s output and 
represent 16 per cent of its dollar sales. 

In estimating costs allocable to space- 
heating service, in order to arrive at a 
net figure for this class of service, the de- 
partment found that this class of custom- 
er is not and has not been pulling his 
own weight ; that the proposed rates were 
still within the limits of the value of this 
service; and that the company was ade- 
quately justified in confining its present 
application for increased rates to this 
type of use, The department said: 

... although we believe it makes little prac- 

tical difference in this particular case, we 

feel impelled to point out the fallacy inher- 
ent in the assumption sometimes expressed 
that house-heating rates might properly be 


considered on an increment basis. This 
might have been true at one time, and under 


some circumstances. But it is not true when, 
as here, respondent is purchasing high-cost 
propane gas for peak shaving purposes, and 
is manufacturing relatively expensive water 
gas, neither of which costs would probably 
be incurred without the large requirements 
incident upon house-heating use. Respondent 
is currently increasing its peak capacity by 
about 20 per cent, solely in order to take care 
of this increased load. Furthermore, as we 
have pointed out, consumption by this class 
of customer has soared up to over one- 
fourth of respondent’s total output. Sale of 
this volume of gas ceases to incidental 
to the entire business, and the fact should 
be frankly faced that it is a substantial part 
of the company’s business, the rates for 
which are really governed in large measure 
by competitive factors above, of course, the 
actual cost of production. 


But from this point of view, the de- 
partment said, the company should not 
expect to earn the same rate of return on 
its total investment when it becomes so 
deeply involved in the heating business. 
Other users cannot be expected to bear 
any part of the burden of the low rates 
forced by competition with other fuels in 
this field. Out of fairness to the com- 
pany, however, the department added 
that the company did take substantially 
this attitude at the hearing, and that these 
remarks were not intended as any criti- 
cism of its presentation of its current 
revenue needs. Re Boston Consolidated 
Gas Co. (DPU 7780). 


7 


Discount for Prompt Payment Allowed 


TR Massachusetts Department of 
Public Utilities approved higher 
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rates for the Springfield Gas Light Com- 
pany, While the revenues of the company 
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have increased considerably in recent 
years, the increase in operating expenses 
and taxes has kept pace with the revenue 
rise. 

Annual earnings under the new 
rates would represent a return of less 
than 5 per cent on the outstanding stock 
and premium of the company. 

The city of Springfield attacked the 
rate increases on the ground that they 
were inequitably distributed as between 
classes of consumers. The department re- 
butted this attack with two answers. In 
the first place, it said, with a monthly 
cost to serve of $1.32 before any gas is 
used by the customer, the company 
would continue to serve many low-use 
convenience customers at or below cost. 
A very large proportion of the increases 
in costs have little relationship to the 
amount of gas consumed. 

In the second place, it was noted, gas 
is in active competition with other serv- 
ices. The company’s management must 
consider the effects of any rate increase 
upon its competitive situation. In general, 
except when certain rates may be basical- 


ly unjust or inequitable, it is not the fune- 
tion of a regulatory commission to sub- 
stitute its ideas of rate structure for those 
of the management. 

Concerning the practice of gross and 
net billing, the department said: 


The schedules as filed by respondent pro- 
vided for a billing on a net basis only. To 
the majority of the members of this commis- 
sion, this seemed to be a step in the right 
direction, and one designed to lift some of 
the burden from those least able to afford it. 
At the hearing, however, the company’s wit- 
nesses seemed to feel that these rates were 
not consistent with good management policy. 
However mistaken we feel he may have been 
in his conclusion, counsel for the city of 
Springfield joined in asking that the prac- 
tice of gross and net billing be continued. 
Thus, we are placed in the peculiar position 
of being requested by both the management 
and the city to do something with which a 
majority of this commission do not agree. 
There seems, however, to be no reason why 
we should substitute our judgment for that 
of those most intimately affected, and we 
will order a restoration of the discount pro- 
visions heretofore in effect. 


Re Springfield Gas Light Co. (DPU 
7709). 


7 


Restriction of Gas for Space Heating 


FP ge company called upon to supply 
additional space-heating service 
should thoroughly explore the possibility 
of augmenting its supply by outside in- 
terconnection, says the New York com- 
mission, as well as planning for the con- 
struction of additional facilities. Emer- 
gency restrictions may be necessary, but 
they should not be discriminatory, and 
they should be so handled as to avoid 
hardships wherever possible. 

The commission has asserted power 
to regulate the restriction of gas use in 
a case where the Long Island Lighting 
Company had proposed restrictions. The 
commission required an amendment of 
the proposal to provide that until No- 
vember 1, 1947, gas service would not 
be supplied either to new customers or 
to additional equipment of existing cus- 
tomers for heating of premises except 
under certain conditions. 

The company must furnish gas for 


space heating to premises where no other 
form of adequate heat was available on 
May 1, 1947, if prior to that date (a) 
an application had been duly made in 
writing, or (b) the company had become 
obligated to furnish service and such ob- 
ligation was substantiated by documen- 
tary evidence, and where such premises 
were qualified for service under the tariff 
in force on the date when the applica- 
tion was made or the obligation incurred. 

The commission ordered the further 
exception that the company would fur- 
nish gas for space heating where, because 
of special or unusual conditions or cir- 
cumstances, the restriction would endan- 
ger life or result in serious impairment 
to health if space-heating service were 
not rendered. 

Where the fact is established with rea- 
sonable certainty that a customer has 
connected additional heating equipment 
after the effective date and has not quali- 
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fied under the exceptions, the company 
is to discontinue service upon such notice 
as may be required by law until the addi- 
tional equipment has thereby been dis- 
connected. 

Chairman Maltbie, in a separate opin- 
jon, concurred in by the other commis- 
sioners, restated these fundamental prin- 
ciples of public utility duties: Every gas 
company must render adequate service 


to every person entitled to receive serv- 
ice. Tariff provisions are binding on all. 
Preferential treatment must not be given. 
Companies must look forward to provide 
facilities to meet increased demands. The 
commission cannot modify tariff provi- 
sions retroactively. The commission does 
not pass on damage claims, Re Long Is- 
land Lighting Co. (Cases 13116, 13117, 
13118). 


2 


Financial Emergency Is Good Cause for Rate Increase 


TS phrase “good cause,” as used in 
the statute authorizing the Massa- 
chusetts Department of Public Utilities, 
“for good cause shown,” to allow rate 
filings on less than statutory notice, was 
held by the department to include a fi- 
nancial emergency. In authorizing the 
temporary rate increase, it held that such 
relief was necessary in order to enable 
the company to pay a dividend which 
would assure it financial stability and 
keep the market value of its stock at least 
at par. The department observed: 


The demand for telephone service has so 
increased that the petitioner in order to meet 
these demands will be required to secure new 
capital for plant construction, which the pe- 


titioner estimates will amount to about $100,- 
000,000. It is reasonable to assume that new 
capital cannot be secured on favorable terms, 
unless the existing plant used in furnishing 
present service produces a reasonable re- 
turn on the money therein invested... . 

The proceeding before us is for interim 
relief on the basis of the inadequacy and 
the unreasonableness of the present returns 
of revenues. Future needs of the petitioner 
are such that its present revenues do not ap- 
pear to meet those needs. In the absence 
of such relief as is here sought, the petition- 
er will be handicapped, in our judgment, in 
seeking new venture capital to finance the 
acquisition and installation of the new plant 
necessary to give adequate service to the 
public. 


Re New England Teleph. & Teleg. Co. 
(DPU 7750). 


e 


Objection to Water Rate Dismissed 


HE Montana commission, in dis- 

missing a petition of water con- 
sumers for a rate reduction, ruled that, in 
the absence of definite evidence of dis- 
crimination, a flat water rate is not objec- 
tionable. 


The commission conceded that metered 
service was perhaps more equitable 
but did not believe that existing in- 
equities, if any, justified the cost of meter 
installation. Re Patrons in Rexford 
(Docket No. 3538, Order No. 1927). 


e 


Competing Carrier Service for Show Horses Authorized 


MOTOR carrier's appeal from a com- 
mission order authorizing a com- 
peting service was dismissed by the 
ennsylvania Superior Court. The car- 
rier for many years had enjoyed a virtual 
monopoly in the transportation of race, 
hunt, and show horses throughout the 
State, 
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The commission based its decision on 
the fact that the place of business of the 
new carrier was in the center of an area 
where many hunting stables were located 
which the existing carrier could not con- 
veniently serve. 

The court, in affirming the commis- 
sion decision, pointed out: 
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To one inexperienced in hunting or show- 
ing horses, the time of arrival at the place 
fixed for the meet or the holding of the show 
may be relatively unimportant, but to the 
initiated time is of the essence. It is a matter 
of common knowledge, aside from the evi- 
dence in this case, that it doesn’t do to have 
a horse stand around for time on end either 
before or after a hunt or to arrive at a show 
just in time, or, what is worse still, too late 


for the class in which it is to be shown. And 
it stands to reason that a carrier located 
near the stables on the north side of the 
Ohio and Allegheny rivers can better supply 
the need and demand for carrier service in 
that area than can one located south of the 
rivers some 25 miles away, as is appellant. 


Sayre v. Pennsylvania Pub. Utility Com- 
mission. 


e 


Other Important Rulings 


HE Iowa commission held that, in or- 

der to warrant the granting of a cer- 
tificate, a showing must be made of both 
convenience and necessity and a showing 
of either convenience or necessity is not 
sufficient, and testimony that it would be 
fine to have busses running three times 
a day so that passengers could take which- 
ever bus was more convenient does not 
constitute a showing of public necessity. 
Re Sioux Lines, Inc. (Docket No. H- 
3794). 


The Colorado commission, in assum- 
ing jurisdiction over several air carriers’ 
requests for intrastate certificates, 
pointed out that the Civil Aeronautics 
Authority does not have, or at least has 
not exercised, jurisdiction over strictly 
intrastate air traffic, except for opera- 
tions over Federal airways, the granting 
of pilots’ licenses, and the airworthiness 
of planes, Re Eskridge (Application No. 
8021, Decision No. 28636); Re Lund 
( “ oem No. 8026, Decision No. 


The North Dakota commission, in re- 
vising rates for motor carrier household 
shipments, ordered that charges be in- 
creased to make the rates sufficiently high 
to compensate the movers for the services 
performed, with the limitation, however, 
that they be kept at a level which would 
be just and reasonable for shippers, Re 
Class “A” and “Special” Motor Freight 
Carriers (Case No. S-250, Sub No. 8). 


The supreme court of Illinois held that 


where the commission found that a motor 
carrier had violated its previous orders, 
certificates, or determinations by trans- 
gressing on a competitor’s rights, it had 
no authority to issue a cease-and-desist 
order against further violations, South 
Suburban Safeway Lines, Inc. v. Gold 
Star Lines, 73 NE2d 407. 


The Missouri commission has held that 
a company owning real estate, railroad 
tracks, and easements to maintain and 
operate over the railroad tracks was a 
railroad corporation although it never 
owned rolling stock and had never filed 
tariff schedules with the commission. Re 
Alleghany Corp. (Case Nos. 11050, 
11051). 


A telephone company may not charge 
a higher rate for handset telephones than 
for wall or desk sets, since the handset 
is now a standard telephone instrument 
and rates that differentiate between the 
various standard types of telephone in- 
struments are unreasonable, according to 
a ruling of the Wisconsin commission. Re 
Independence Teleph. Co. (2-U-2345). 


The Civil Aeronautics Board, in con- 
sidering an air carrier’s petition for an 
order establishing reasonable compensa- 
tion for mail transportation, pointed out 
that less than a minimum of two daily 
round trips serving all points on a route 
ordinarily does not constitute service ade- 
quate to meet the needs of commerce and 
the postal service, Re Pioneer Air Lines, 
Inc. (Docket No. 2002). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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RE WESTERN UNION TELEGRAPH CO. 


TENNESSEE RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Western Union Telegraph Company 


Docket No. 2810 
June 19, 1947 


PPLICATION of telegraph company for increased rates; 


granted in part. 


For earlier decision, see (1946) 67 


PUR NS 210 


Rates, § 143 — Increase — Operating loss. 
1. A telegraph company which has suffered a substantial loss on its o 
erations during the past year should be authorized to increase rates, p. 97. 


Discrimination, § 155 — Telegraph rates — Free service. 
2. Franked or free telegraph service is an unjust, unwarranted, subsidized, 
and nonrevenue-producing service and should be abolished, with the excep- 
tion of those telegrams sent by regular company employees and bearing 
directly on the business of the company, p. 


Rates, § 159 — Effect of increase — Attraction of business. 


Discussion, in dissenting opinion, of the question of increasing telegraph 
rates in order to increase revenues instead of keeping rates low to retain 


or attract business, p. 99. 


Return, § 19 — Guaranty of right to earn — Competitive conditions. 
Statement, in dissenting opinion, that the Constitution and laws of Ten- 
nessee and the Constitution of the United States do not guarantee a utility 
that it will receive a fair rate of return in spite of the competition which con- 
fronts it under all other circumstances, p. 102. 


(Jourotmon, Commissioner, dissents.) 


By the Commission: On January 
14, 1947, the Commission received, 
for filing, a letter dated January 11, 
1947, and signed by a vice president 
of the Western Union Telegraph Com- 
pany, requesting a general increase 
of 20 per cent in intrastate telegraph 
tates over those rates heretofore in ef- 
fect prior to the order of the Commis- 
sion dated September 20, 1946, 67 
PUR NS 210. 

A hearing on this matter was held 
before the full Commission on the 25th 
day of March, 1947, at the hearing 


[7] 


room of the Commission in Nashville. 
At said hearing the Commission con- 
sidered the petition and all evidence of- 
fered in support of same, including the 
exhibits furnished by the petitioner, 
and testimony offered by petitioner’s 
witnesses, and took the matter under 
advisement. 

[1, 2] Upon full consideration ot 
the entire record before the Commis- 
sion it appears, among other things, 
that : 

1. The Western Union Telegraph 
Company claims, that in addition to 
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heavy losses suffered by them on inter- 
state operations, that they suffered 
major losses in connection with intra- 
state operations in Tennessee during 
the year 1946. Though the figures of 
the auditor of this Commission do not 
correspond with and are much lower 
than those submitted by the Western 
Union Telegraph Company, neverthe- 
less it appears that Western Union 
Telegraph Company did suffer a sub- 
stantial loss on its operations in Tenn- 
essee during 1946. 

2. An increase in rates to the ex- 
tent of 10 per cent generally on the 
intrastate tariffs heretofore employed 
by the company in Tennessee, appears, 
under the circumstances, to be just 
and reasonable. It would appear fur- 
ther, however, to be neither just nor 
reasonable to grant the requested in- 
crease of 20 per cent and that to the 
contrary such action would be un- 
warranted and unwise. 

3. Exceptional rates as heretofore 
employed in intrastate telegraph serv- 
ice in the state of Tennessee, should 
not be abolished at this time. 

4. Franked or free telegraph service 
is an unjust, unwarranted, subsidized, 
and nonrevenue-producing service and 
should be abolished, with the excep- 
tion of those telegrams sent by regular 
company employees and bearing direct- 
ly on the business of the Western 
Union Telegraph Company. 

It is therefore ordered by the Com- 
mission, that: 

(a) Western Union Telegraph 
Company be permitted to increase 
Tennessee intrastate tariffs generally 
10 per cent over the rates in effect 
prior to the order of the Commission, 
dated September 20, 1946, supra. 

(b) Franked or free telegraph 
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service is hereby abolished with th 
exception of telegrams sent by regy 
lar Western Union Telegraph Co 
pany employees and bearing dire 
on business of the Western Unio 
Telegraph Company. 

(c) The rates herein prescribed arg 
to become effective immediately upo 
the filing of the authorized revised 
tariffs with this Commission. 

(d) All other orders heretofore is 
sued by this Commission and relating 
to the rate structure of the Wester 
Union Telegraph Company, which are 
inconsistent with the provisions of this 
order, are hereby superseded to that 
extent. 

It is further ordered, that such up 
ward revision of the applicant’s rates 
should be on a temporary basis and 
only for such period as may hereafter 
appear necessary and subject to further 
investigation, revision and future ac: 
tion as may be deemed necessary by 
the Commission. 


Jourotmon, Jr., Commissioner, 
dissenting: Western Union Tee- 
graph Company, for the second tim 
in less than twelve months, has peti- 
tioned this Commission for authority 
to increase telegraph rates within the 
state of Tennessee. The first petition 
was filed June 18, 1946, and asked a 
increase of 10 per cent. In an opinion 
issued September 20, 1946, the Com 
mission not only denied the utility’ 
prayer, but also ordered reduced rates, 
and an experiment as to a flat rate 
25 cents for full rate telegraph mes 
sages throughout the state. Re Wes: 
ern U. Teleg. Co. 67 PUR NS 211. 
The company by writ of certiorari ob 
tained a court review of the action 4 
the Commission, and this cause is stil 
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A second petition was filed asking 
for 20 per cent rate increases. This 
petition resulted in a hearing which 
basically gave the Commission little 
further information as to the utility’s 
affairs than it possessed as a result 
of the former hearing. 

The Western Union Telegraph 
Company having eliminated competi- 
tion in the field of domestic telegraphic 
communications, asks to raise rates 
just as if it had a monopoly of all 
communications in the country. The 
Federal Communications Commission 
and almost all of the state Commis- 
sions have furthered this end and per- 
mitted the company to increase its 
rates in an effort to increase its reve- 
nues. By the present order this Com- 
mission takes a step in the same direc- 
tion, though not so long a step as the 
company desires. 

The citizens of Tennessee have a 
tight to expect a higher standard of 
regulation from this Commission than 
is to be found in other states. The 
public knows that this is the area in 
which the most successful experiments 
have been made in developing pros- 
perous utility enterprises on the for- 
mula of increased volume at low cost 
te consumers. In this area that for- 
mula has ceased to be a mere social 
theory and is instead a confirmed eco- 
nomic fact. 


It was the purpose of Congress in 
passing the Tennessee Valley Author- 
ity Act to afford a yardstick by which 
private utilities could be regulated. 


The Commission in Tennessee is 
closer to this pattern of regulation 
than any other regulatory agency in 
the country, which places a like op- 
portunity and responsibility upon the 
Commission. 


Last September the Commission is- 
sued its order reducing the rates of 
Western Union Telegraph Company. 
The Commission had received a peti- 
tion from the company asking for a 10 
per cent increase in the rates applicable 
on intrastate messages in Tennessee. 
The company appeared to be in operat- 
ing difficulties throughout the United 
States. Faced with these difficulties 
the Federal Communications Commis- 
sion had granted a 10 per cent increase 
in interstate rates and most of the 
states followed suit as to their intra- 
state rates. 

Grave doubts were expressed at that 
time as to the efficacy of the attempt- 
ed cure. The Federal Communications 
Commission itself had misgivings, and 
it was believed that the increase in 
rates might aggravate the financial 
difficulties of the telegraph industry. 
This was undoubtedly the view of the 
Tennessee Commission. 

In this state of doubt, the Commis- 
sion in its order of September 20, 1946, 
supra, decided that Tennessee intra- 
state telegraph service was sufficiently 
limited in volume to afford a test 
ground as to whether drastically re- 
duced rates would attract such a vol- 
ume of business as to increase reve- 
nues. For this purpose the Commis- 
sion found that the application of flat 
rates would be appropriate and best. 
The rates theretofore applicable had 
been a type of flat rates applicable in 
the three constitutional divisions of 
Tennessee, and the effect of the Com- 
mission’s order was to extend this flat 
rate schedule so as to be co-extensive 
with the entire state, and reduce the 
basic rate to 25 cents. 

Admittedly this was a drastic 
course, but the extremity of the situa- 
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tion in which the telegraph industry 
found itself justified the approval of 
rates on that basis. The intrastate 
business of the company in Tennessee 
is not so large that Western Union 
would be seriously jeopardized even 
if the company lost a half of its intra- 
state revenues for a short period of 
time. 

The last few years have seen note- 
worthy changes in the telegraph in- 
dustry in this country. Prior to 1942 
there were two competing companies 
engaged in domestic telegraphy. 


These were Western Union and Postal 
Telegraph Company, both nation wide 
in scope, although the former was the 
stronger company. A movement arose 
to merge these two companies, and 
authority to effect a merger was grant- 
ed by congressional enactment. Com- 


munications Act of 1934, 47 USCA 
§ 222, as amended. The Federal 
Communications Commission ap- 
proved the merger, over the protest 
of the Tennessee Commission. Re 
Western U. Teleg. Co. (FCC 1943) 
51 PUR NS 357. The effect of the 
merger was to immediately eliminate 
the low rates for intrastate telegraph 
service in Tennessee in effect by Postal 
Telegraph, and this increased the rates 
afforded to Tennessee intrastate con- 
sumers by 20 per cent. In the course 
of the hearings before the Federal 
Communications Commission, West- 
ern Union made the most of the con- 
tention that elimination of competition 
would bring to pass economies and the 
promise of lower rates in the future. 
Thus the Federal Communications 
Commission said at page 376 (51 
PUR NS) of its order: 

ae The economies and ‘other 
benefits which may be expected to re- 
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sult from a merger should also niake 
possible a substantial reduction in 
rates. Such reduction should be ac. 
companied by a rationalization of the 
rate structure so that unwarranted 
preferences are eliminated, and the 
basic classifications are established in 
such a manner as to stimulate greatly 
increased volumes of traffic, with re- 
sulting savings in costs. Such steps 
must be taken if the merged company 
is to render the service to which the 
public is entitled.” 

Completion of the merger was fol- 
lowed within two to three years 
(March 18, 1946) by a petition before 
the Federal Communications Commis- 
sion for 10 per cent rate increases. Re 
Western U. Teleg. Co. (FCC 1946) 
64 PUR NS 216. In the hearings 
which have subsequently taken place 
in that Commission the matter of in- 
trastate rates was immaterial and ir- 
relevant. The attitude of the Federal 
Communications Commission was ex- 
pressed at page 222 in its first order: 

“It should be clearly understood 
that we are making no determination 
whatsoever as to revenue requirements 
which might be deemed applicable to 
the intrastate services of Wester 
Union. That is a matter clearly and 
specifically excluded from our juris- 
diction by the Communications Act.” 

This ruling has not been modified, 
and the law is still the same. 

The first opinion of the Federal 
Communications Commission stated 
at pages 227-228 of 64 PUR NS: 

“Western Union does not regard 
higher rates as the ultimate answer, 
and it would be highly unreasonable to 
do so, in view of the competition it 
has to meet. The company is putting 
its hopes in what has been variously 
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med its ‘mechanization,’ ‘modern- 
wation,’ or ‘improvement’ program, 

sa means of reducing operating 
osts.”” 

As a prerequisite to any effort to 
improve the financial condition of 
Vestern Union it was necessary to 
judy the effects of other forms of 
ompetition upon the company’s busi- 
mess. Yet this was not done and the 
ompany filed its petitions and pre- 
sented its evidence in support thereof 
with no analysis of the nature of the 
present traffic of Western Union to 
etermine for each class of service 
such basic information as the types of 
ers involved, composition of the traf- 
fic, and specifically how competitive 
factors would affect each class of traf- 
fic if the rates were increased as pro- 

sed. The Federal Communications 
Commission found that the company 
made no specific analysis of the effects 
of competition from telephone, tele- 
typewriter exchange and air-mail serv- 
ice, and that even at existing rates, 
telegraph message charges exceed 
charges for telephone and teletypewrit- 
er service as the communications 
lengthen and yet the telegraph charges 
are only for 1-way service, as con- 
trasted with the 2—way service pro- 
vided by telephone and teletypewriter 
exchange. 

The Federal Communications Com- 
mission is concerned primarily with 
communications over long distances, 
but the evidence before the Tennessee 
Commission indicates that the com- 
pany has even less information as to 
the effects of telephone and air-mail 
competition upon its intrastate com- 
merce than it had upon its interstate 
commerce. It is also indicated that 
the competition of telephone service 
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for short-distance communication is 
more serious than it is for long-haul 
messages which usually move inter- 
state. 

In somewhat sarcastic vein the 
newsletter of Telephone Engineer 
Publishing Corporation recently posed 
this question: 

“Problem in economics: 21-word 
Western Union dayletter, sent half 
way across country, cost $2.70 includ- 
ing tax. Sender later found he could 
have talked two minutes, station-to- 
station for $2.94 including tax during 
day, or for $2.31 including tax, station- 
to-station at night rate. Question: 
If FCC increases Western Union rates 
and cuts Long Lines telephone rates— 
both of which it is considering—what 
kind of a funeral does FCC propose to 
give to telegraph company.” 

The same problem in economics is 
‘before. the Tennessee Commission, 
since it is common knowledge that 
long-distance intrastate telephone rates 
are greatly overpriced now, and that 
technological advance in long-distance 
telephony is bringing cost of that serv- 
ice down even more. 

Western Union Telegraph Company 
has reported that its domestic telegraph 
business was 50 per cent above normal 
during the four weeks of the recent 
nation-wide telephone strike. Its traf- 
fic set an all-time record for both 
peace and war years. From this it 
would appear that the salvation of the 
company would be the establishment 
of rates which would keep a large pro- 
portion of this business. An increase 
of 20 per cent would lose a large pro- 
portion of the business—even the 10 
per cent which this Commission now 
approves will have an injurious effect 
in this competition. 
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The Constitution and laws of Ten- 
nessee and the Constitution of the 
United States do not guarantee a util- 
ity that it will receive a fair rate of 
return in spite of the competition 
which confronts it under all other cir- 
cumstances. This Commission is not 
ousted from its regulatory duties as 
to utility rates by reason of the fact 
that through its lack of progressive 
management, the obsolescence or ineffi- 
ciency of its service, or the competition 
of other utilities a certain regulated 
utility is not as prosperous as it was in 
happier times. 

Since I have approached the issues 
in this case from the direction indicated 
in the above, it may be deemed that 
any consideration of intrastate reve- 
nues and operating costs would not be 
relevant or pertinent. Accordingly, I 
shall be content with the comment that 
the record in this case demonstrates 
that the telegraph business in Tenn- 
essee is on a much more healthy and 
profitable level than is the telegraph 
business of the country as a whole. 
This comparison is best shown on the 
basis of 1945 operations wherein the 
exhibits before the Commission 
showed that the company on its na- 
tion-wide business incurred a loss or 
deficit of $11,317,686, if there had 
been included therein its recurring 
wage awards, whereas on the same ba- 
sis in the state of Tennessee the com- 
pany’s operations resulted in net in- 
come of $242,375 after allowance for 
taxes and depreciation properly allo- 
cable to its Tennessee business. In 
1945, the company had an estimated 
net income on its intrastate operations, 
after all recurring wage awards, taxes, 
and depreciation property allocable 


to Tennessee intrastate expenses 
amounting to $34,065. 

The exhibits before the Tennessed 
Commission indicating  intrastatd 
losses of $170,000 for 1946 are nof 
to be taken seriously. A proper alloca 
tion of expenses would result in a nef 
operating deficit after depreciation and 
taxes of possibly as much as $22,000 

Even this analysis of the net retu 
should not satisfy the Commission of 
the unprofitable nature of the com 
pany’s intrastate business. Evidence 
of the company before the Commissio 
stressed the factor of the decreasing 
cost of telegraphic service with in- 
creased distance. Where such cost 
factors are involved, it is but just that 
some weighting should be designed to 
compensate an originating or terminat- 
ing office for the heavy costs which 
accrue there. In effect, it may be 
said that an equitable arrangement 
would permit a certain amount of 
subsidy from long messages to those 
having a shorter haul. Various de- 
vices are under consideration in the 
telephone industry for weighting the 
costs upon this theory and the same 
should be applicable in the field of do- 
mestic telegraphy. 

Be that as it may, it is my view that 
Tennessee would be the fitting and ap- 
propriate place to initiate the needed 
experiment which would contribute to 
the solution of the domestic telegraph 
problem through the establishment of 
promotional rates designed to enable 
the company more effectively to mett 
the competition of air-mail, telephone, 
and teletypewriter service. I stil 
believe that the type of rate adjustment 
needed by the company is in the di- 
rection of substantially reduced rates 
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CROYDON SYNDICATE, INC. v. CONSOLIDATED EDISON CO. 


NEW YORK SUPREME COURT, SPECIAL TERM 
NEW YORK COUNTY, PART Ill 


Croydon Syndicate, Incorporated 


Consolidated Edison Company of 
New York, Incorporated 


— Misc —, — NYS2d — 
May 20, 1947 


OTION by gas and electric corporation to dismiss complaint 
M in action for judgment declaring rate classifications unlaw- 
fully discriminatory; motion granted. 


Rates, § 44.2 — Jurisdiction of Commission — Reasonableness of rates. 
1. The reasonableness of rates, rules, or practices promulgated by a utility 
company is a question to be determined in the first instance by the Com- 
mission, p. 105. 

Rates, § 7 — Jurisdiction of courts — Conflicting jurisdiction. 
2. Courts should not interfere in public utility rate matters until they have 
been passed upon by the trained body established for the purpose of regulat- 
ing rates, p. 105. 


Discrimination, § 30 — Rate differences — Purpose of use of service. 
3. Rate differences based upon the purpose for which electric current is 
used or upon any other reasonable consideration are expressly authorized 
by statute, p. 106. 

Discrimination, § 30 — Rate differences — Electric rates — Purpose of use. 
4. The statute permitting reasonable rate discrimination based upon “pur- 
pose for which used” was amended to permit reasonable discrimination in 
the rates charged even where the function for which the current was to 
be used was identical, p. 106. 

Discrimination, § 7 — Jurisdiction of court — Rates to submeterers. 
5. The court has no jurisdiction to determine, in the first instance, whether 
rate classifications are unreasonable because they call for higher rates to 
those who resell electricity to tenants for specific separate charges than to 
those who supply electricity without making separate charges, since that 
is a matter for Commission determination, p. 106. 


¥ 
APPEARANCES: Whitman, Ran- Arthur L. Webber, of counsel), for 
som, Coulson & Goetz, New York defendant, Consolidated Edison Com- 
(Jacob H. Goetz, Robert G. Miller, pany of New York, Inc.; Morway 
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Picket and Harold J. Treanor, New 
York, for plaintiff, Croydon Syndicate, 
Inc. 

VALENTE, J.: This is a motion by 
defendant to dismiss the complaint for 
alleged lack of jurisdiction of the sub- 
ject matter and for alleged failure to 
state a good cause of action. Defend- 
ant also seeks dismissal under Rule 
113, R.C.P. and under Rule 212, R.C. 
P. on the ground that the court should 
exercise its discretion against pro- 
nouncing a declaratory judgment in 
this action. 

Plaintiff, the owner of an apartment 
hotel, purchases electricity from de- 
fendant for its store, professional, and 
residential tenants. The complaint al- 
leges that about 30 per cent of the ten- 
ants are furnished with electricity for 
which the charge is included in the 
rent paid by the tenants for the space 
occupied by them, and that the other 
tenants pay plaintiff for the electricity 
used by them according to periodic 
meter readings, the charges for cur- 
rent being separate from and addition- 
al to the rent paid by such other ten- 
ants. According to the complaint, 
plaintiff is obliged to pay for the elec- 
tricity purchased by it from defendant 
at the rates fixed in defendant’s Service 
Classification No. 10, which are higher 
than those specified in defendant’s 
Service Classification No. 2. _Plain- 
tiff is not permitted to avail itself of 
Service Classification No. 2 because 
that classification provides that cur- 
rent will be supplied thereunder only 
on condition that electric service fur- 
nished “will not be remetered (or sub- 
metered) or resold, assigned, or other- 
wise disposed of to another or others; 
except that the customer may redis- 
tribute or furnish electric energy for 
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the use of his tenants or occupants 
provided that the custome 
shall not resell, make a specific charge 
for, or remeter (or submeter ) any 0 
the electric energy so redistributed or 
furnished.” Plaintiff charges that 
owners of apartment hotels similarly 
situated, who do not make separate 
charges for electricity consumed by 
their tenants, obtain the advantage 
of the lower rates fixed in Classifica- 
tion No. 2 and that a discrimination re- 
sults which violates the common-law 
obligation of defendant utility “to fur- 
nish all at the same tariff for a like 
and contemporaneous service.” Plain-§§. 
tiff further alleges that the discrimina- 
tion violates the Constitutions of the 
United States and of New York state 
as well as the provisions of the Public 
Service Law of this state (1) that no 
electric corporation shall collect greater 


or less compensation from any person 


or corporation “except as authorized 
in this chapter” than it collects from 
any other person or corporation for 
doing a like and contemporaneous 
service with respect thereto under the 
same or substantially similar circum- 
stances or conditions (subdiv. 2, § 
65); (2) that no electric corporation 
shall grant any undue or unreasonable 
preference or advantage to any person 
or corporation or subject any particu- 
lar person or corporation to any undue 
or unreasonable prejudice or disadvan- 
tage in any respect whatsoever (sub- 
div. 3, § 65), and (3) that no corpo 
ration shall extend to any person of 
corporation any form of contract org; 
agreement or any privilege or facility 
except such as are regularly and umi- 
formly extended to all persons andj 
corporations under like circumstances 
(subdiv. 12, § 66). Accordingly plain- 
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wmtift seeks judgment invalidating the 


provision of Service Classification No. 
2 which excepts plaintiff and others 
who resell electricity to tenants for a 
separate charge from the right to avail 
themselves of the rates fixed in that 


Yadassification in purchasing current 


issifica- 
tion re- 
10n-law 
“to fur- 
- a like 

Plain- 
rimina- 


from defendant. 

Service Classification No. 2 as well 
as defendant’s other service classifica- 
tions were established and filed pur- 
suant to subdivision 5 of § 65 of the 
Public Service Law which expressly 
provides that “nothing in this chapter 
shall be taken to prohibit a gas corpo- 
ration or electrical corporation from 
establishing classifications of service 
based upon the quantity used, the time 
when used, the purpose for which 
used, the duration of use, or upon any 
other reasonable consideration, and 
providing schedules of just and rea- 
sonable graduated rates applicable 
thereto. No such classification, sched- 
ule, rate, or charge shall be lawful un- 
less it shall be filed with and approved 
by the Commission, and every such 
classification, rate, or charge shall be 
subject to change, alteration and modi- 
fication by the Commission” (italics 
supplied). Section 66, subdivision 14, 
of the Public Service Law provides 
hat the Commission shall have power 


“ffo require classifications of service 


based upon “the quantity [sic] used, 


“FRhe time when used, the purpose for 


hich used, the duration of use, and 
pon any other reasonable considera- 
ion. . and it shall have power, 
tither upon complaint or upon its own 
otion to require such changes in such 
lassifications, rates, and charges as it 
shall determine to be just and rea- 
sonable.” (Italics supplied. ) 

(1, 2] It is well settled that the rea- 
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sonableness of rates, rules, or practices 
promulgated by a utility such as de- 
fendant is a question to be determined 
in the first instance by the Public Serv- 
ice Commission (Murray v. New York 
Teleph. Co. [1915] 170 App Div 17, 
156 NYS 151; aff’d [1919] 226 NY 
590, 123 NE 879; Leitner v. New 
York Teleph. Co. [1938] 277 NY 180, 
189, 24 PUR NS 289, 13 NE2d 763; 
Metzger v. New York State Railways, 
168 App Div 187, PURI915F 727, 
154 NYS 789;-see also Leighton v. 
New York Teleph. Co. [1945] 184 
Misc 827, 60 PUR NS 209, 55 NYS 
2d 193; Earl Carroll Realty Corp. v. 
New York Edison Co. 141 Misc 266, 
272, PUR1931E 297, 302, 252 NYS 
538). As Mr. Justice Shientag ob- 
served in the last cited case: “Certain- 
ly sound policy would seem to dictate 
that courts should not interfere by 
summary adjudication or by the ex- 
traordinary remedy here sought, in 
matters highly technical in character 
and often far reaching in their eco- 
nomic consequences, until they have 
been considered and passed upon by 
the trained body established for that 
very purpose and especially equipped to 
examine into the intricate facts com- 
monly involved in public utility prob- 
lems.” This rule of primary adminis- 
trative jurisdiction originated under 
the Interstate Commerce Act. The 
Interstate Commerce Commission is 
clothed with broad discretion in de- 
termining the reasonableness of the 
carriers’ rates, charges, rules, regula- 
tions, classifications, and practices. 
The United States Supreme Court has 
repeatedly held that resort could not 
be had to the courts in the first in- 
stance where a schedule or tariff might 
be held reasonable by the Commission 
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(Texas & P. R. Co. v. Abilene Cotton 
Oil Co. [1907] 204 US 426, 440, 441, 
51 L ed 553, 27 S Ct 350, 9 Ann Cas 
1075; Robinson v. Baltimore & O. R. 
Co. [1912] 222 US 506, 56 L ed 288, 
32 S Ct 114). 

The rule is different where only a 
question of law is involved (Kovarsky 
v. Brooklyn Union Gas Co. [1938] 
279 NY 304, 26 PUR NS 353, 18 NE 
2d 287; Great Northern R. Co. v. 
Merchants Elevator Co. [1922] 259 
US 285, 66 L ed 943, 42 S Ct 477; 
Pennsylvania R. Co. v. Puritan Coal 
Mining Co. [1915] 237 US 121, 59 
L ed 867, 35 S Ct 484; Pennsylvania 
R. Co. v. International Coal Mining 
Co. [1913] 230 US 184, 196, 
57 L ed 1446, 33 S Ct 893, Ann 
Cas 1915A 315). In the case 
last cited the court pointed out, 
however, that: “. . the reasonable- 
ness of rates and the permissible dis- 
crimination based upon difference in 
conditions are not matters of law. So 
far as the determination depends upon 
facts, no jurisdiction to pass upon the 
administrative questions involved has 
been conferred upon the courts. That 
power has been vested in a single body 
so as to secure uniformity and to pre- 
vent the varying and sometimes con- 
flicting results that would flow from 
the different views of the same facts 
that might be taken by different tri- 
bunals.” 

[8-5] Plaintiff relies upon Kovar- 
sky v. Brooklyn Union Gas Co. (su- 
pra) and similar cases in support of the 
right claimed by it to bring suit with- 
out first resorting to the Public Service 
Commission. In the Kovarsky Case 
plaintiff sought to enjoin defendant 
from making charges for turning on 
gas which has been shut off. Section 
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65, subdivision 6, of the Public Service 
Law expressly forbade a gas corpora. 
tion from making any charge or fe 
for service or for the use of apparatus 
and limited the charge which it could 
make to the fair and reasonable price 
of the gas supplied. The court held 
that the case before it presented only 
a question of law and that there was 
therefore “no necessity of sending the 
plaintiff back to the Commission to 
get its interpretation of the term as 
used in the statute, as the Commission ' 
has only such judicial power as is in- 

cidental to the exercise of its other 
powers.” (279 NY at p. 313, 26 PUR 
NS at p. 356). In the instant case, 
however, the question to be determined 
is not one of law. The issue involved 
is whether classifications are unrea/ 
sonable which call for higher rates o 
charges to those who resell electricity 
to their tenants for specific separate 
charges than to those who supply such 
electricity without making separate 
rate charges therefor. As previously 
pointed out, the Public Service Law 
expressly authorizes differences in 
rates based upon “the purpose” for 
which the current is used or upon “any 
other reasonable consideration.” 
Plaintiff urges that the words “pur- 
poses for which used” as employed in 
the statute refer only to the “function 
of use; that is, whether the use is for 
light, heat, power, street railway, and 
the like.” Defendant points out, how- 
ever, that the 1921 amendment to the 
Public Service Law which permitted 
reasonable discrimination based upon 
“purpose for which used” was adopted 
to surmount a ruling by the Commis 
sion in 1920 that the company was not 
justified in charging a higher rate for 
lighting a residence than for lighting 
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commercial premises (Trustees of 
Warsaw v. Warsaw Gas & E. Co. 
[1920] 24 NY Off Dept R1). The 
use in each instance involved the same 
function, i.e., illumination, so that it 
was the evident purpose of the legis- 
lature in amending the statute to per- 
mit reasonable discrimination in the 
rates charged even where the function 
for which the current was to be used 
was identical. At any rate, the com- 
pany’s right to make discrimination as 
to rates does not necessarily rest in the 
instant case on the words “purpose 
for which used,” but may be justified 
under the statutory words “or upon 
any other reasonable consideration.” 
At least, the Public Service Commis- 
sion, with its expert knowledge of the 
intricacies and complexities of utility 
rate making, may be warranted in ex- 
ercising its informed judgment in fa- 
vor of upholding as reasonable the dif- 
ferentiation in rates complained of by 
the present plaintiff. Sight should not 
be lost of the fact that a judicial ruling 
invalidating the rule that Classification 
No. 2 is not available to those who re- 
sell electricity for a specific charge 
would substantially reduce the defend- 
ant’s revenues and give rise to com- 
plicated questions as to the method by 
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which such losses should be recouped 
from other classes of customers so 
as to assure defendant an adequate 
over-all return upon its utility prop- 
erty. 

The court holds that the instant case 
presents more than a pure question of 
law; that it involves the question of 
whether differentiations in rates es- 
tablished by defendant are unreason- 
able, a matter which the informed ad- 
ministrative body clothed with the 
power to see to it that classifications 
are reasonable may be justified in re- 
solving in favor of defendant, and that, 
therefore, plaintiff may not by-pass the 
Public Service Commission and resort 
to the court for relief. In this con- 
nection it may not be amiss to point 
out that a proceeding is now pending 
before the Commission, brought by 
plaintiff’s attorneys, and directed by 
certain organizations with which plain- 
tiff is identified, in which the very 
issue as to the reasonableness of de- 
fendant’s differentiation in rates, here 
complained of, is presented for deter- 
mination. 

Motion to dismiss is granted for the 
reason indicated. 


Order signed. 
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NEW YORK SUPREME COURT, SPECIAL TERM, 
KINGS COUNTY, PART 1 


Ten Ten Lincoln Place, Incorporated 


Consolidated Edison Company of 
New York, Incorporated 


— Misc —, — NYS2d — 
July 22, 1947 


CTION by owner of apartment house for declaratory judg- 
ment as to discrimination in electric rates; motion to dis- 
miss complaint granted. 


Discrimination, § 239 — Procedure — Common-law remedies. 
1. The owner of an apartment house cannot obtain from the court a de. 
claratory judgment that electric rates to submeterers are discriminatory 
and in violation of the obligations, duties, and liabilities imposed upon the 
utility by the common law, for the reason that the statute creating the 
Public Service Commission was intended to supersede all common-law 
remedies, p. 110. 


Rates, § 4 — Constitutional rights — Customers. 
2. A customer of an electric company has no vested right to utility service 
or to any particular rates except to the extent that the Public Service Law 
grants him such right, and he is not entitled to invoke his constitutional 
guaranties of due process or equal protection under such circumstances, 
p. 110. 

Rates, § 185 — Presumption as to reasonableness. 
3. Rate classifications and schedules for utility service, when filed with 
the Public Service Commission, are presumed to be reasonable, p. 111. 

Discrimination, § 7 — Jurisdiction of court — Exclusive jurisdiction of Com- 

mission. 

4. Rates filed with the Commission must be attacked in the first instance 
before the Commission, and the question of whether differentials in estab- 
lished rates are unreasonable and discriminatory is a matter which the 
Commission and not the courts should resolve, p. 111. 


¥ 
APPEARANCES: Whitman, Ransom, New York, Inc.; Morway Picket and 
Coulson & Goetz, New York (Jacob Harold J. Treanor, New York, for 
H. Goetz, Robert G. Miller, Arthur plaintiff, Ten Ten Lincoln Place, Inc 


L. Webber, of counsel), for defendant, 
Consolidated Edison Company of Powers, J.: Plaintiff owns 3 
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multitenanted apartment house in the 
borough of Brooklyn and is a customer 
of the defendant for electricity used 
for public light and power, i. e., for 
operating elevators, hall lights, and 
other general building purposes. The 
defendant supplies electric service 
through individual meters directly to 
the residential tenants in the apart- 
ment house at the residential rates set 
forth in Service Classification No. 1 
Residential of the defendant’s electric 
rate schedule. Under date of Decem- 
ber 18, 1946, the plaintiff informed 
the defendant that the plaintiff desired 
to submeter electricity to its tenants, 
i. e., to purchase electricity from the 
defendant at wholesale rates and resell 
to its tenants their requirements at re- 
tail rates, and requested a new con- 
tract with the defendant to effectuate 
this arrangement. Under date of De- 
cember 27, 1946, the defendant in- 
formed the plaintiff by letter that, un- 
der its rate schedule, defendant’s elec- 
tric service would be supplied to resi- 
dential premises in the borough of 
Brooklyn only on condition that such 
service was for the customer’s own use 
and not for resale or submetering to 
others. 

In this action, plaintiff attacks the 
legality of the provisions in the vari- 
ous service classifications contained in 
the defendant’s rate schedule under 
which the defendant supplies electric 
service only for a customer’s own use 
and not for resale and submetering by 
such customer for the use of others. 

This attack is based upon a com- 
parison of the provisions relating to 
resale and submetering contained in 
various of the rates and the classifica- 
tions in the defendant’s rate schedule 
and is embodied in allegations that, 


under the terms and provisions of 
those classifications, the defendant (a) 
extends more favorable treatment to 
apartment house owners in the bor- 
oughs of Manhattan and the Bronx, 
where submetering is permitted, than 
to apartment house owners in the bor- 
oughs of Brooklyn and Queens, where 
submetering is not permitted; (b) ex- 
tends more favorable treatment to 
owners of industrial and commercial 
buildings in all boroughs than to apart- 
ment house owners in the boroughs of 
Brooklyn and Queens; and (c) ac- 
cords different treatment to apartment 
house owners who submeter and resell 
electricity to their tenants and to apart- 
ment house owners who furnish elec- 
tricity to their tenants without specific 
charge therefor separate from the 
rent. 

The gravamen of plaintiff’s nine al- 
leged causes of action is unlawful dis- 
crimination, in the respects above indi- 
cated, between the owners of multi- 
tenanted buildings. Plaintiff seeks a 
declaratory judgment that such dis- 
crimination violates obligations, du- 
ties, and liabilities imposed upon the 
defendant by the common law, the 
Public Service Law and the Federal 
and state Constitutions. 

Defendant’s answer admits that the 
plaintiff is a customer of the defendant 
for electric service for general building 
uses at the premises in question and 
that defendant supplies electric service 
to apartment house owners and their 
customers throughout its territory un- 
der and pursuant to the terms and con- 
ditions of the service classifications 
mentioned in the complaint, but the 
answer otherwise denies generally the 
allegations of the complaint. 

The answer also sets forth four sep- 
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arate and distinct defenses to each of 
the nine alleged causes of action and 
a fifth defense to the first and fourth 
alleged causes of action. 

Defendant moves to dismiss the 
complaint upon the ground that the 
court has not jurisdiction of the sub- 
ject of the action ; that the court should 
decline jurisdiction of the subject of 
the action ; that the complaint does not 
state facts sufficient to constitute a 
cause of action; that the court in the 
exercise of its discretion should de- 
cline to pronounce a declaratory judg- 
ment in this action; and under Rule 
113 on the ground that the defenses, 
including the denials, are founded on 
facts established prima facie by docu- 
mentary evidence or official records 
and are sufficient as a matter of law to 
establish that plaintiff’s action has no 
merit. 


[1] Plaintiff has no right at com- 


mon law to sue for the relief herein 
sought for the reason that the statute 
creating the Public Service Commis- 
sion was intended to supersede all 
common-law remedies (Purcell v. 
New York C. R. Co. [1935] 268 NY 
164, 171, 10 PUR NS 400, 404, 197 
NE 182). There the court said: 
“The statute creating the Public Serv- 
ice Commissfon and empowering it to 
supervise rates and charges was in- 
tended to cover the whole subject of 
rates and supersede all common law 
remedies.” 

[2] Nor has plaintiff any vested 
right to utility service or to any par- 
ticular rate except to the extent that 
the public service law grants him such 
right; and he is not entitled to invoke 
his constitutional guaranties of “due 
process” or “equal protection” under 
such circumstances. U. S. Light & 
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Heat Corp. v. Niagara Falls Gas & 
E. L. Co. PUR1913B 127, 131, 132, 
47 F2d 567, 569, 570. There the 
court said: “Except for this provision 
of law, there is no duty or obligation 
on the part of the gas company to fur- 
nish service to any applicant (Tismer 
v. New York Edison Co. 170 App Div 
647, PUR1916A 949, 156 NYS 28: 
People ex rel. New York Edison Co, 
v. Public Service Commission, 19] 
App Div 237, PUR1920C 526, 181 
NYS 259, aff’d [1920] 230 NY 574, 
130 NE 899). A consumer or 
prospective consumer of gas in the ter- 
ritory has only such right as the Pub- 
lic Service Law gives him to complain 
of charges or service. As a general 
rule, a seller may fix the price of his 
product at what he pleases or dispose 
of it at any price, but the courts have 
determined that, where property is af- 
fected with a public interest, it is no 
longer juris privati ; it becomes clothed 
with a public interest when used and 
sold in a community under a franchise 
grant. Thus, the gas company’s busi- 
ness becomes subject to the Public 
Service Law by reason of the interest 
which the public has. It must submit 
to the control by the Public Service 
Commission for the common good to 
the extent which it has clothed its 
property with public interest. But a 
citizen has no vested rights in statu- 
tory privileges or exemption (Cooley, 
Constitutional Limitations, 8th ed. 
792). This gas company became 
bound to furnish gas within the city 
of Niagara Falls by reason of the Pub- 
lic Service Law. The consumer was 
not obliged to purchase gas; he was 
privileged to do so. A private right 
may be interfered with so long as it 
is not vested (Cooley, Constitutional 
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Limitations, 8th ed. 749), and a right 
is not vested unless it is something 
more than a mere expectation as may 
be based upon an anticipated continua- 
tion of the present general laws 
(Brooklyn Union Gas Co. v. New 
York [1906] 50 Mise 450, 100 NYS 
570). The plaintiff and the 
intervener Hamann have no property 
rights which are affected by subdi- 
vision 6 of § 65 forbidding service 
charge. Their right to service exists 
only because of the statute referred to. 
It is not such property right as may 
form the basis of a claim for confisca- 
tion or discrimination. If there be an 
exercise of arbitrary power against the 
consumer and wrongful enforcement 
by the Commission of the Public Serv- 
ice Law, a remedy is afforded under 
the provisions referred to for the con- 
sumer to lodge his complaint, obtain 
a hearing and redress (Rochester v. 
Rochester Gas & E. Corp. 233 NY 39, 
PUR1922C 793, 134 NE 828).” 


Of similar import is the case of Peo- 
ple ex rel. Public Service Commission 
v. New York Teleph. Co. ([1941] 
262 App Div 440, 40 PUR NS 511, 
29 NYS2d 513, aff’d [1942] 287 NY 
803, 40 NE2d 1020). 

By Art. 4 of the Public Service Law 
the Public Service Commission was 
given general supervision and control 
over gas and electric corporations, 
their rates, policies, and management. 
The pertinent provisions of the Public 
Service Law with respect to rates is 
§ 66, subdivision 14, which provides 
that: “14. The Commission shall 
have power to require each gas corpo- 
ration and electric corporation to es- 
tablish classifications of service based 
upon the quantity used, the time when 
used, the purpose for which used, the 


duration of use and upon any other 
reasonable consideration, and to estab- 
lish in connection therewith just and 
reasonable graduated rates and 
charges; and it shall have power, ei- 
ther upon complaint or upon its own 
motion, to require such changes in 
such classifications, rates, and charges 
as it shall determine to be just and rea- 
sonable.” 

Section 65, subdivision 5, of the 
Public Service Law provides: “5. 
Nothing in this chapter shall be taken 
to prohibit a gas corporation or elec- 
trical corporation from establishing 
classifications of service based upon 
the quantity used, the time when used, 
the purpose for which used, the dura- 
tion of use, or upon any other reason- 
able consideration, and providing 
schedules of just and reasonable grad- 
uated rates applicable thereto. No 
such classification, schedule, rate, or 
charge shall be lawful unless it shall 
be filed with and approved by the 
Commission, and every such classifica- 
tion, rate, or charge shall be subject 
to change, alteration, and modification 
by the Commission.” 

[3, 4] Pursuant to the above-quoted 
provisions, defendant has established 
classifications of service containing 
different rates, terms, and conditions 
applicable to each of the methods of 
supplying electricity to tenants in mul- 
titenanted buildings. It is these clas- 
sifications which the plaintiff chal- 
lenges in this action. Our courts have 
held, however, that once such classifi- 
cations and rate schedules for a utility 
service have been filed with the Public 
Service Commission they are pre- 
sumed to be reasonable and must be 
attacked in the first instance before the 
Public Service Commission (People 
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ex rel. Public Service Commission v. 
New York Telephone Co. supra) ; 
there the appellate division said at p. 
444 of 262 App Div, at p. 515 of 40 
PUR NS: “It is affirmatively re- 
quired by statute that all telephone 
companies establish and file with the 
Public Service Commission schedules 
showing all rates, rentals, and charges 
to be made for service of each and 
every kind by and over its lines in this 
state. (Public Service Law, § 92.) 
The New York Telephone Company 
has filed its tariff schedules with rela- 
tion to hotel service. They are pre- 
sumed to be reasonable, and must be 
attacked in the first instance before the 
Public Service Commission. Murray 
v. New York Teleph. Co. (1915) 170 
App Div 17, 156 NYS 151; aff'd 
(1919) 226 NY 590, 123 NE 879.” 

To the same effect see Metzger v. 
New York State Railways, 168 App 
Div 187, PUR1915F 727, 154 NYS 
789 ; Earl Carroll Realty Corp. v. New 
York Edison Co. 141 Misc 266, PUR 
1931E 297, 252 NYS 538; New York 
v. New York Edison Co. 196 App Div 
644, PUR1921C 720, 188 NYS 262; 
Ambassador, Inc., v. United States 
(1945) 325 US 317, 89 L ed 1637, 58 
PUR NS 193, 65 S Ct 1151; Murray 
v. New York Teleph. Co. (1915) 170 
App Div 17, 25, 156 NYS 151; aff’d 
(1919) 226 NY 590, 123 NE 879. 
There the appellate division said: “As 
we held in Metzger v. New York State 
Railways, 168 App Div 187, PUR 
1915F 727, 154 NYS 789, decided 
at the June, 1915, term, such con- 
clusion has its foundation in the as- 


sumption that the filing of the tariffs 
in compliance with the requirements of 
the statute gives to those tariffs a pre- 
sumption of fairness which is conclu- 
sive until the same are actually re. 
formed or modified by the Commis- 
sion.” 

The case of Kovarsky v. Brooklyn 
Union Gas Co. (1938) 279 NY 304, 
26 PUR NS 353, 18 NE2d 287, relied 
upon by the plaintiff, is readily distin- 
guishable from the one at bar. There 
no question as to the reasonableness of 
rates or charges was involved but rath- 
er only a question of law as to whether 
defendant had the right to impose a 
service charge which was specifically 
prohibited by statute. 

I am in accord with the views ex- 
pressed by the court in the case of 
Croydon Syndicate v. Consolidated 
Edison Co. (NYLJ, May 21, 1947, p. 
2002, — Misc —, 69 PUR NS ante, 
p. 103, — NYS2d —, Valente, J.). 
There under a somewhat similar state 
of facts the court held that more than 
an issue of law was involved and that 
the question of whether differentials in 
rates established by the defendant were 
unreasonable and discriminatory was a 
matter which the Public Service Com- 
mission and not the court should re- 
solve. So also in the present case I 
am of the opinion that the Public Serv- 
ice Commission is the proper tribunal 
to litigate the propriety of the rates 
charged by the defendant. 

Defendant’s motion to dismiss the 
complaint is granted for the reasons 
stated above. Submit order on no- 
tice. 
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NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Rochester Gas & Electric Corporation 


Milo R. Maltbie et al. Constituting the 
Public Service Commission of 
New York et al. 


272 App Div 162, 71 NYS2d 326 
May 7, 1947 


PPEAL from court order dismissing petition to review ac- 
A counting order of Commission; court order affirmed. 


Procedure, § 34 — Rehearing — Time limitations. 
1. The statutory provision as to the time within which the Commission is to 
act on an application for rehearing does not oust it of jurisdiction to act after 
the expiration of that time, since the provision is merely directory, rather 


than mandatory, p. 114. 


Appeal and review, § 7 — Right to review — Exhaustion of remedies. 
2. The fact that an application for rehearing of an accounting order was 
granted after the expiration of the time provided by statute for acting on 
applications for rehearing did not render an order granting a rehearing 
null and void, so as to entitle a utility company to appeal from the account- 


ing order, p. 114. 


(Hui, PJ., and Brewster, J., concur in separate opinion.) 


APPEARANCES: Nixon, Hargrave, 
Middleton & Devans, Attorneys for ap- 
pellant; Philip Halpern, Counsel to 
Public Service Commission, Attorney 
for respondents. 


RussELL, J.: The petitioner, Roch- 
ester Gas and Electric Company, has 
appealed from an order of the special 
term, Albany county, dismissing the 
petition by which it sought to review 
an order of the Commission dated May 
16, 1946, 63 PUR NS 501, under Art 
78 of the Civil Practice Act. 

On June 30, 1938, the Commission 
instituted a proceeding to investigate 


[8] 113 


the books and accounts of the appellant 
and to bring them into conformity with 
the uniform system of accounts which 
became effective on January 31, 1938. 

The appellant requested the Com- 
mission to take up first certain ques- 
tions regarding its water rights and to 
institute a separate proceeding with re- 
spect to such water rights. The Com- 
mission refused to institute a separate 
proceeding but did take up for con- 
sideration first the disposition of the 
amounts appearing on the appellant’s 
books for water rights and intangibles. 
The issues with respect to water rights 
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and intangibles were decided by the 
Commission on October 21, 1943, 52 
PUR NS 321. 

The appellant then instituted a pro- 
ceeding under Art 78 of the Civil 
Practice Act to review the Commis- 
sion’s determinations and order of 
October 21, 1943. The appellate divi- 
sion annulled the determination with a 
direction for a further proceedings be- 
fore the Commission. The decision 
was handed down on June 25, 1946. 
The order was entered on July 8, 1946, 
and was served on the Commission on 
July 13, 1946. In the meantime, the 


Commission continued the proceeding 
with respect to the rest of the appel- 
lant’s accounts and finally, after re- 
viewing all of the accounts of the appel- 
lant’s, the Commission made its order 
on May 16, 1946, supra, which the ap- 
pellant sought to review under Art 78 


of the Civil Practice Act. The order 
of May 16, 1946, directed a charge to 
surplus of amounts aggregating $2,- 
828,915.82. The appellant is protest- 
ing $1,312,584.64 of this charge to 
surplus and is also protesting the 
transfer of certain items from appel- 
lant’s accounts to other accounts in the 
sum of $570,971.61, making a total of 
$1,883,556.25. 

On June 13, 1946, the appellant filed 
an application for a rehearing. This ap- 
plication was approximately two weeks 
before the appellate division decided the 
water rights case on June 26, 1946. 

On July 23, 1946, the Commission 
granted the application for a rehearing. 
The Commission gives as a reason for 
not granting the application for a re- 
hearing before it did, that it was nec- 
essary in view of the court’s decision 
to enter upon a study of the decision 
and determine what bearing and effect 


it had on the balance of the account- 
ing proceeding to which the appellant’s 
application for a rehearing had been 
directed. The Commission claimed 
that the court’s decision had a direct 
bearing upon certain matters which 
had been determined by it in the order 
of May 16, 1946, supra. It will be 
noticed that the order granting the re- 
hearing was only twenty-seven days 
after the court had handed down its 
decision in the water rights case. 

The application for a rehearing was 
granted forty days after the application 
was filed. 

On October 30, 1946, the company 
commenced the proceeding to review 
the order of May 16, 1946, supra. 

[1, 2] The appellant’s contention is 
—First: That the Commission’s fail- 
ure to act within thirty days was “tan- 
tamount to a denial” of its application 
for a rehearing, and second, that the 
Commission’s jurisdiction to grant a 
rehearing terminated upon the expira- 
tion of the 30-day period and that the 
order granting a rehearing adopted 
thereafter is null and void. It is, there- 
fore, the claim of the appellant that the 
proceeding to review the order of May 
16, 1946, supra, is proper under the 
authority of Art 78 of the Civil Prac- 
tice Act. The Commission’s position 
is that the time limitation of thirty days 
is merely directory and not mandatory. 

Section 22 of the Public Service 
Law reads in part as follows: “Section 
22. Rehearing before Commission. 
After an order has been made by the 
Commission any corporation or person 
interested therein shall have the right 
to apply for a rehearing in respect to 
any matter determined therein, but any 
such application must be made within 
thirty days after the service of such 
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order, unless the Commission for good 
cause shown shall otherwise direct ; and 
the Commission shall grant and hold 
such a rehearing if in its judgment suf- 
ficient reason therefor be made to ap- 
pear. The decision of the Commission 
granting or refusing the application for 
a rehearing shall be made within thirty 
days after the making of such applica- 
tion. If a rehearing shall be granted the 
same shall be determined by the Com- 
mission within thirty days after the 
same shall be finally submitted. . . .” 


In the above section the following 
sentence embodies the main question 
that arises on this appeal, namely: 
“the decision of the Commission grant- 
ing or refusing the application for a 
rehearing shall be made within thirty 
days after the making of such appli- 
cation.” This sentence when read 
alone would seem to be mandatory un- 
til a study of the authorities has been 
made which reveals the intention of 
the legislature with respect to the du- 
ties of an official body or an official 
as being either directory or mandatory. 
Asa general rule “public policy, for the 


convenience and necessity of govern-. 


ment,” has much to do in the finding 
that the minor details of duties im- 
posed upon a public body or public 
official are directory and not manda- 
tory. People ex rel. Huff v. Graves 
(1938) 277 NY 115, 121, 122, 13 NE 
2d 599, 602. “The rule with respect 
to statutory directions to individuals 
is opposite of that which obtains with 
respect to public officers.” It is a fun- 
damental principle that the limitation 
of the time within which a public body 
is to act does not oust it of jurisdiction 
to act after the expiration of that time. 
In this principle the courts have gen- 
erally concurred. The general rule 


being that where a public officer is re- 
quired to perform an official act within 
a specified time it will be considered as 
directory only, “unless the nature of 
the act to be performed or the language 
used by the legislature shows that the 
designation of the time was intended 
as a limitation of the power of the 
officer.” People v. Allen (1831) 6 
Wend. (NY) 486, 487; Brenner v. 
Bruckman (1938) 253 App Div 607, 
3 NYS2d 265. 

If the Commission is dilatory in 
rendering its decision on the applica- 
tion. for a rehearing, the party ag- 
grieved may resort to a mandamus or- 
der to compel a decision. Where a 
body is vested with power to determine 
a question of fact, its duty becomes in 
the nature judicial and it can be com- 
pelled to determine the fact, but not 
directed to decide the particular way. 
People ex rel. Francis v. Common 
Council of Troy (1879) 78 NY 33, 39. 

The appellant apparently is of the 
impression that if time limitation is 
held to be directory then mandamus 
will not lie to compel the Commission 
to act, because it takes the position 
that an order of mandamus is issued 
only where there is a clear legal right 
to be enforced and where there is no 
adequate or legal remedy to obtain the 
relief sought. 


The appellant overlooks the fact that 
it is not “time” which mandamus com- 
pels, but a decision to be made. The 
statute gives the right to either a cor- 
poration or person interested to file 
an application. This application must 
either be granted or refused by the 
Commission. The right to file is ab- 
solute and the rendering of a decision 
is mandatory. Under the authorities 
cited above “time” is merely directory. 
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Since the time limitation in granting 
a rehearing is merely directory, then 
the order of July 23, 1946, ordering 
a rehearing removes any question of 
finality as to the order of May 16, 1946. 

The relief sought by the appellant 
pursuant to § 1285 of the Civil Prac- 
tice Act is not available. Section 1285 
reads in part as follows: 

“When relief not available. Except 
as otherwise expressly prescribed by 
statute, the procedure under this arti- 
cle shall not be available to review a 
determination in any of the following 
ee , 

“3. Where it does not finally deter- 
mine the rights of the parties with re- 
spect to the matter to be reviewed. . . . 

“5. Where the body or officer mak- 
ing the determination is expressly au- 


thorized by statute to rehear the mat- 
ter upon the petitioner’s application; 
unless the determination to be re- 
viewed was made upon a rehearing, or 
a rehearing has been denied, or the 
time within which the petitioner can 
procure a rehearing has elapsed.” 

The right to a rehearing has been 
granted, the rehearing is pending and 
no final determination has yet been 
made upon such rehearing. 

The order of the special term should 
be affirmed with costs. 

Order affirmed, with $50 costs. 


Heffernan and Foster, JJ., concur 
with Russell, J.; Hill, PJ., concurs in 
a memorandum in which Brewster, J., 
concurs. 


Order affirmed, with $50 costs. 





UNITED STATES DISTRICT COURT, DISTRICT OF MARYLAND 


Walter 


Vv 


Lane, Governor of Maryland, et al. 


— F Supp — 
May 16, 1947 


ulT by telephone subscriber to enjoin enforcement of Commis- 
S sion order granting increase in intrastate telephone rates; 
complaint dismissed. 


Interstate commerce, § 79 — State Commission jurisdiction — Intrastate telephone 
rates — Interstate use of phones. 
1. The power of a state Commission to fix intrastate telephone rates is not 
lost because telephone instruments used in connection with local exchanges 
are also used in interstate communication, p. 117. 


Interstate commerce, § 73 — State interference — Intrastate telephone rates — In- 


terstate use of phone. 


2. The fact that the same phones are used for intrastate and interstate tele- 
phone communication does not convert the regulation of what is essentially 
an intrastate telephone rate into a regulation of, or an interference with, 


interstate commerce, p. 117. 
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Constitutional law, § 20 — Due process — Commission hearing — Degree of 


courtesy. 


3. No denial of due process of law results where a telephone subscriber, 
contesting the jurisdiction of a state Commission to fix rates, is of the 
opinion that he was not treated with proper courtesy in his appearance be- 
fore the Commission, if he has been given an opportunity to read his com- 
plaint and state his objection to the new rates, p. 118. 


Soper, J.: The court is under obli- 
gation to counsel, and to Mr. Walter 
for their coéperation in arranging for 
this hearing expeditiously, as it should 
be done in view of the pendency of pro- 
ceedings before the Commission, and 
also for the willingness of all parties to 
give us briefs and memoranda. We 
have had the opportunity because they 
came to us rather promptly to examine 
them before the hearing, so that we 
were not altogether uninformed as to 
the course that the argument would 
take. 


We have had the opportunity to 
confer about the matter during the re- 


cess of the court, and we think that it 
is desirable for us to make the immedi- 
ate announcement that we have no 
doubt that this motion to dismiss 
should be sustained. 

We might state at the outset that 
under no possible construction, no ar- 
gument or contention that has been 
made here by either side, could anyone 
reasonably assume that the governor 
of Maryland or the attorney general 
of Maryland has anything to do with 
this case. We think that needs no 
argument. No counsel here, nor even 
Mr. Walter himself, gave any reason 
for joining them, other than that he 
had the blessed American privilege of 
suing anybody he wanted to sue. 

[1,2] We think that on the merits 
of the case, it is perfectly clear that the 
Public Service Commission of Mary- 
land has the right to fix intrastate 
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rates, as everybody agrees, and that 
it did not lose that power, because un- 
der the very common practice, the tel- 
ephone instruments that are used in 
connection with the local exchanges 
are also used in interstate communi- 
cation. Certainly, we think that it 
in no way marches against our con- 
clusion that the ordinary user of a tel- 
ephone who wants to make a long dis- 
tance call must use the instrument in 
his own house or business place, for 
which he pays a local exchange rate. 
That is such a practicable and utterly 
convenient and reasonable arrange- 
ment that we cannot imagine that any 
court would say that that converted 
what is essentially an intrastate charge 
into a regulation of or interference 
with interstate commerce. 

It has been pointed out here that 
this order, tuis temporary order, and 
the final order which the Commission 
will pass, if it passes one altering the 
present rates, are related to the intra- 
state charges, and that proper consid- 
eration will be given to the amount of 
property involved, the cost of service, 
and the revenues from the two kinds 
of service, with a proper apportion- 
ment between them. Of course, those 
matters are not easy, on the contrary, 
apportionment of a complex business 
of this kind, especially when you have 
to divide between activities of the state 
and interstate activities, is necessarily 
difficult; but so far as my experience 
goes—and I think my colleagues will 
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agree with this—there is nothing par- 
ticularly easy about any of this rate- 
making business, and the difficulties of 
apportionment between the two kinds 
of services are certainly no greater than 
the difficulties of ascertaining the in- 
trastate charges, even if you are not 
confronted with this use of the instru- 
ment for both kinds of services. 

We agree with counsel who have cit- 
ed the unbroken practice, with which 
everybody in the country is familiar, 
and on which the Supreme Court has 
passed in numberless cases, indicating 
the solid and unbroken opinion that 
state Commissions have the power to 
fix rates; and here again we are but- 
tressed by the express announcement 
of the Congress that they shall con- 
tinue to fix these rates. We think 
nothing could be more clear than that 
as showing the general tendency of 
those who are concerned with mak- 
ing the law of the country, both the 
courts and the Congress. We are not 
dissuaded from this view by the ref- 
erence to the Cooney * and other tax 
cases. They are, we think, easily 
distinguishable, and these very cases 
to which we are referred were decided, 
—I was going to say contemporane- 
ously—certainly during approximately 
the same period as the cases in which 
the Supreme Court reviewed the find- 
ings of Public Service Commissions. 

On the question of the Johnson Act, 
the court is inclined to the view, prac- 
tically for the same reasons we have 
already stated, that the court is with- 
out jurisdiction to entertain the suit. 
However that may be, whatever may 
be the final conclusion of the court 
on that subject, it does not alter what 





* Cooney v. Mountain States Teleph. & 
Teleg. Co. (1935) 294 US 384, 79 L ed 934, 
55 S Ct 477. 
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has already been announced. In other 
words, if the court has the jurisdiction 
to consider the merits, the merits are 
against the complainant. If the court 
has not jurisdiction, the suit, of 
course, must fail. 

The court has no desire to enter into 
the subsidiary question raised by the 
Federal Communications Commis- 
sion, and which we believe is to be fi- 
nally decided by that Commission, and 
such subsequent proceedings as may 
seem desirable. If we were to take it 
into consideration, it would appear to 
us to be an insignificant part of the 
whole, and not of sufficient importance 
to change the general conclusions to 
which we have come. 

[3] On the question of due process, 
it seems to the court that what Mr. 
Walter is more concerned with than 
anything else is the fact that the Pub- 
lic Service Commission does not share 
his views. We do not find allegations 
in his bill, or allegations in his brief, 
which he so painstakingly read in our 
hearing, which indicate that the Com- 
mission acted without due process, 
even if it be supposed,—and we do not 
so hold—that they made decisions 
which were procedurally incorrect. 
Certainly there is nothing in their ac- 
tions which are detailed either in the 
bill of complaint, or in the brief, which 
would constitute a denial of due proc- 
ess. We think the complainant in this 
case should give more weight to the 
fact, which is perfectly apparent to 
everybody who is familiar with this 
situation, that he has no real interest, 
no real practical interest, in this pro- 
ceeding. He is a telephone user. He 
is a citizen of the United States, and 
of this state, and he is entitled to free 
access to the courts, which we have 
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meticulously endeavored to afford 
him ; but when it comes to listening to 
what he has to say in the meetings of 
a Commission which is being supplied 
with the testimony of expert witnesses 
and of lawyers on all sides of the ques- 
tion, ‘he complainant ought not be- 
come impatient if the Commission 
takes the position, so to speak, that 
he is only one of thousands of people 
who might be similarly moved for 
their own pleasure, or convenience, or 
academic or intellectual interest to 
come in and take up the time of the 
Commission; and when that phase of 


the matter is considered, it seems to 
us all that Mr. Walter was not treated 
with disrespect or discourtesy. Cer- 
tainly, if Mr. Walter were in the active 
practice of law and were to attend our 
courts, he would find many times the 
judges on the bench treating counsel 
before them with far more firmness, 
sometimes impoliteness, than Mr. Wal- 
ter was before the Commission. 

We are ready to sign an order dis- 
missing the case. We will take time 
to consider whether a more formal and 
elaborate opinion should not be pre- 
pared. Thank you, gentlemen, for your 
assistance. 





UNITED STATES SUPREME COURT 


Brotherhood of Railroad Trainmen 


v 


Baltimore & Ohio daniivead Company 


No. 970 
— US —, 91 L ed —, 67 S Ct 1387 
June 9, 1947 


ETITION by railroad brotherhood for permission to intervene 
Pi. suit by trunk line railroads to enjoin switching railway 
from changing previously existing arrangements for switching 

livestock cars; granted. 


Appeal and review, § 8 — Right to appeal — Denial of right to intervene. 
1. An order denying a petition to intervene in a proceeding is appealable 
where either a statute or the practical necessity of the matter grants an abso- 
lute right to intervene, p. 122. 


Appeal and review, § 8 — Right to appeal — Order denying intervention. 


2. An order denying intervention is appealable if the right to intervene is 
absolute, but if the matter is one within the discretion of the trial court and 
no abuse of discretion is shown, the order is not appealable and the appellate 
court lacks the power of review, p. 123. 


Parties, § 18 — Right to intervene — Suit to enjoin change in railroad brother- 
hood as a private party. 

3. Section 17(11) of the Interstate Commerce Act, 49 USCA § 17(11), 
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gives a railroad brotherhood an absolute right to intervene in a proceeding 
by a trunk line railroad to enjoin a switching railway and its employees from 
changing arrangements for switching livestock cars, if the railroad is the 
duly designated representative of railway employees whose interests will be 
affected by the proceeding, p. 124. 


Parties, § 18 — Right of railroad brotherhoods to intervene — Applicability of 
Interstate Commerce Act to judicial proceedings. 
4. Section 17(11) of the Interstate Commerce Act, 49 USCA § 17(11), 
which provides that representatives of employees of a carrier may intervene 
in any proceeding arising under the Interstate Commerce Act which affects 
employees, is not exclusively applicable to proceedings before the Commis- 
sion but extends to judicial proceedings as well, p. 124. 


Parties, § 18 — Right of union to intervene — Proceeding affecting railroad em- 
ployees. 

5. Section 17(11) of the Interstate Commerce Act, 49 USCA § 17(11), 
which provides that representatives of employees of a carrier, duly desig- 
nated as such, may intervene and be heard in any proceeding arising under 
the act affecting such e os confers on a railroad brotherhood which 
meets the requirements 0 the statute an absolute right of intervention, and 
the term “may intervene” thus means may intervene if the employees’ repre- 
sentative so chooses, rather than “may intervene” in the discretion of the 
court, p. 127. 


—-A of eh Oe ote of oe a 


— a 


Appeal and review, § 8 — Right to appeal — Denial of leave to intervene. 
Statement that in the absence of an abuse of discretion, no appeal lies from 


an order denying leave to intervene in a proceeding where intervention 
is a permissive matter within the discretion of the court, p. 122. 


* 


road Co. (River Road); it also au- 
thorized the leasing to River Road of 


APPEARANCES: Burke Williamson, 
Chicago, Ill. for appellant; Ernest S. 


Ballard, Chicago, Ill., for appellees. 


The opinion of the Court, delivered 
by Mr. Justice Murphy, follows in 
full: Our concern here is with the in- 
tervention rights of representatives of 
railroad employees in a suit brought 
against the railroad under § 16(12) 
of the Interstate Commerce Act, 49 
USCA § 16(12). 

The origin of this suit is to be 
found in an order issued by the Inter- 
state Commerce Commission on May 
16, 1922, Re Chicago Junction Case, 
71 Inters Com Rep 631. The Com- 
mission there approved the purchase 
by the New York Central Railroad Co. 
(Central) of all the capital stock of 
the Chicago River & Indiana Rail- 


all the properties of the Chicago Junc- 
tion Railway Co. (Junction) for 
ninety-nine years and thereafter, at the 
lessee’s option, in perpetuity. Among 
the properties in question were track- 
age and switching facilities at the Un- 
ion Stock Yards, Chicago, Illinois, 
connecting with various trunk lines. 
Prior to the Commission order, the 
practice had been for the trunk line 
railroads to use their own power and 
crews to move their empty and loaded 
livestock cars over these tracks to and 
from the loading places in the Union 
Stock Yards. For the privilege of so 
moving their cars, the railroads were 
charged one dollar per car, loaded or 
empty. 
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The Commission made various con- 
ditions to its approval of the proposed 
transactions. The third condition pro- 
vided: “The present traffic and operat- 
ing relationships existing between the 
Junction and River Road and all car- 
riers operating in Chicago shall be con- 
tinued, in so far as such matters are 
within the control of the Central.” 
71 Inters Com Rep at p. 639. This 
condition is still in effect, the Com- 
mission’s decision and order having 
been found to be valid and binding on 
all parties in a proceeding in the dis- 
trict court in 1929." 

The trunk line railroads have con- 
tinued to use their own power and 
crews in moving their livestock cars 
over the trackage operated by River 
Road and have paid River Road the 
amount of one dollar per car. But on 
January 25, 1946, Central and River 
Road notified the railroads that on and 
after February 1, 1946, the cars would 
be moved over this trackage by means 
of the power and crews of River Road 
and that the handling charges would be 
$12.96 per outbound loaded car. Soon 
after this new practice went into effect, 
the trunk line railroads (appellees 
herein) brought this suit for prelim- 
inary and permanent injunctions under 
§ 16(12) of the Interstate Commerce 
Act against Central, River Road, and 
Junction. They claimed that the new 
practice was in violation of the third 
condition of the 1922 Commission or- 
der. They accordingly sought to en- 
join the defendants and “their respec- 
tive officers, agents, representatives, 


servants, employees, and successors,” 
from disobeying the order, especially 
the third condition thereof, and to force 
the defendants to permit them to move 
their cars with their own power and 
crews. The Commission was allowed 
to intervene as a party plaintiff; its 
intervening complaint also prayed for 
an injunction against the alleged viola- 
tion of the third condition by the de- 
fendants and their employees.* 

A stipulation of facts was then filed. 
After describing the change in han- 
dling the cars, it pointed out that this 
change resulted from a settlement be- 
tween the River Road and the Brother- 
hood of Railroad Trainmen of a labor 
dispute over the work involved in these 
livestock car movements. The Brother- 
hood was the bargaining agent under 
the Railway Labor Act, 45 USCA 
§ 151 et seq., for the River Road train- 
men. It made a demand based upon 
its contract with River Road, that 
these trainmen be given the work of 
moving and switching the livestock 
cars over the River Road trackage. 
The Brotherhood threatened to call a 
strike unless this demand was met be- 
fore 10:30 Pp. m., January 23, 1946, a 
threat that was backed by an almost 
unanimous strike vote of the trainmen. 
Under this threat, River Road made an 
agreement with the Brotherhood short- 
ly before the scheduled strike hour, as 
a result of which the River Road train- 
men were to be permitted to move and 
switch the cars. The notice to the 
trunk line railroads of this change in 
practice subsequently followed. 





1 Baltimore & O. R. Co. v. United States 
(unreported), United States District Court 
for the Northern District of Illinois, Eastern 
Division, Equity No. 3427, January 15, 1929. 

é court approved the Commission order as 
amended in (1928) 150 Inters Com Rep 32. 
That amendment is not germane to this case. 


2 The Commission based its complaint upon 
§ 5(8) of the Interstate Commerce Act, 49 
USCA § 5(8), which authorizes the Commis- 
sion to seek and grants jurisdiction to the 
Federal district courts to issue, injunctive or 
mandatory relief to restrain violation of or 
compel obedience to an order issued under § 5. 
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The district court thereupon issued 
a preliminary injunction as requested. 
Central, River Road, and Junction, and 
“their respective officers, agents, repre- 
sentatives, employees and successors,” 
were restrained from disobeying the 
1922 Commission order and from vio- 
lating the third condition of that order 
and were commanded to permit the 
trunk line railroads to move their cars 
over the River Road line with their 
own power and crews. The court con- 
cluded, as a matter of law, that the facts 
relative to the labor dispute between 
the Brotherhood and River Road were 
“irrelevant and immaterial.” * 

Three days after the preliminary in- 
junction became effective, the Brother- 
hood asked leave to file its special ap- 
pearance for the purpose of moving 
to vacate the injunction and to dismiss 
the proceedings for failure to join the 
Brotherhood and its members as indis- 
- pensable parties. This motion was de- 
nied. River Road then filed its answer 
to the original complaint, pointing out 
that the changed arrangement resulted 
from the labor dispute with the Broth- 
erhood and contending that this new 
practice did not violate the 1922 Com- 
mission order. The Brotherhood 
thereafter filed its motion to intervene 
generally as a party defendant, alleg- 
ing that the primary purpose of the 
suit was to nullify its agreement with 
River Road and to deprive the Broth- 
erhood members of the work they 
were performing under that agree- 


ment and that the Brotherhood mem- 
bers were therefore indispensable 
parties. The contention was made 
that the Brotherhood had an uncon- 
ditional right to intervene by virtue of 
§ 17(11) of the Interstate Commerce 
Act * and Rule 24(a)(2) of the Fed- 
eral Rules of Civil Procedure, 28 
USCA § 45a, was later added in sup- 
port of this contention. But the mo- 
tion to intervene was denied by order, 
without opinion. 

The district court then allowed an 
appeal to this court from its order 
denying intervention. The appellee 
railroads moved to dismiss the appeal 
on the ground that such an order was 
not final and hence was not appealable, 
the Brotherhood not being entitled to 
intervene as a matter of right. We 
postponed further consideration of 
the question of our jurisdiction to re- 
view the order to the hearing of the 
appeal upon the merits. (1947) 330 
US —, — Led —, 67 S Ct 870. 


[1] Ordinarily, in the absence of an 
abuse of discretion, no appeal lies 
from an order denying leave to inter- 
vene where intervention is a permissive 
matter within the discretion of the 
court. United States v. California 
Co-op. Canneries (1929) 279 US 553, 
556, 73 L ed 838, 49 S Ct 423.5 The 
permissive nature of such intervention 
necessarily implies that, if intervention 
is denied, the applicant is not legally 
bound or prejudiced by any judgment 
that might be entered in the case. He 





8 On appeal by Junction, the seventh circuit 
court of appeals reversed the decree as to 
Junction, holding that Junction had no control 
over and nothing to do with the acts com- 
plained of by the appellees. Baltimore & O. R. 
Co. v. Chicago Junction R. Co. (1946) 156 
F2d 357. 

#54 Stat. 916, 49 USCA § 17(11). 

5 See also Ex parte Cutting (1876) 94 US 
14, 24 L ed 49; Credits Commutation 
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Co. v. United States (1900) 177 US 311, 44 
L ed 782, 20 S Ct 636; Ex parte Leaf Tobacco 
Board of Trade (1911) 222 US 578, 56 L ed 
323, 32 S Ct 833; In Re Engelhard & Sons 
Co. (1914) 231 US 646, 58 L ed 416, 34S Ct 
258; New York v. Consolidated Gas Co. 
(1920) 253 US 219, 64 L ed 870, 40 S Ct 511; 
New York v. New York Teleph. Co. 261 US 
312, 67 L ed 673, PUR 1923C 711, 43 S Ct 372. 
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is at liberty to assert and protect his 
interests in some more appropriate 
proceeding. Having no adverse effect 
upon the applicant, the order denying 
intervention accordingly falls below the 
level of appealability. But where a 
statute or the practical necessities 
grant the applicant an absolute right 
to intervene, the order denying inter- 
vention becomes appealable. Then it 
may fairly be said that the applicant is 
adversely affected by the denial, there 
being no other way in which he can 
better assert the particular interest 
which warrants intervention in this 
instance. And since he cannot appeal 
from any subsequent order or judg- 
ment in the proceeding unless he does 
intervene, the order denying interven- 
tion has the degree of definitiveness 
which supports an appeal therefrom. 
See Missouri-Kansas Pipe Line Co. v. 
United States (1941) 312 US 502, 
508, 85 L ed 975, 61 S Ct 666. 

[2] Our jurisdiction to consider an 
appeal from an order denying interven- 
tion thus depends upon the nature of 
the applicant’s right to intervene. If 
the right is absolute, the order is ap- 
pealable and we may judge it on its 
merits. But if the matter is one within 
the discretion of the trial court and if 
there is no abuse of discretion, the or- 
der is not appealable and we lack pow- 
er to review it. In other words, our 
jurisdiction is identified by the neces- 
sary incidents of the right to intervene 
in each particular instance. We must 
therefore determine the question of our 
jurisdiction in this case by examining 
the character of the Brotherhood’s 
right to intervene in the proceeding 
brought under § 16(12) of the Inter- 
state Commerce Act. 

We start with Rule 24(a) and (b) 
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of the Federal Rules of Civil Pro- 
cedure, applicable to a civil proteeding 
of this type. Rule 24(a) deals with 
intervention of right and provides in 
pertinent part: “Upon timely appli- 
cation anyone shall be permitted to in- 
tervene in an action: (1) when a 
statute of the United States confers an 
unconditional right to intervene; or 
(2) when the representation of the 
applicant’s interest by existing parties 
is or may be inadequate and the appli- 
cant is or may be bound by a judgment 
in the action; .’ In contrast, 
Rule 24(b) is concerned with permis- 
sive intervention and reads as follows: 
“Upon timely application anyone may 
be permitted to intervene in an action: 
(1) when a statute of the United 
States confers a conditional right to 
intervene; or (2) when an applicant’s 
claim or defense and the main action 
have a question of law or fact in com- 
mon. In exercising its discretion the 
court shall consider whether the in- 
tervention will unduly delay or preju- 
dice the adjudication of the rights of 
the original parties.” 

The Brotherhood claims that as a 
consequence of either of two Federal 
statutes—§ 17(11) of the Interstate 
Commerce Act or 28 USCA § 45a— 
it has an absolute right to intervene 
within the meaning of Rule 24(a) (1). 
It also alleges that it possesses an ab- 
solute right within the contemplation 
of Rule 24(a) (2), the representation 
of its interest by existing parties being 
inadequate and the possibility that it 
may be bound by a judgment in the 
action being a real one. No claim to 
permissive intervention under Rule 
24(b) is made; nor is there a conten- 
tion that the district court abused any 
discretion it might have had. 
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[3] In our view, § 17(11) of the 
Interstate Commerce Act does give the 
Brotherhood an absolute right to inter- 
vene in the instant proceeding within 
the meaning of Rule 24(a)(1). As 
set forth in 54 Stat 916,° this portion 
of the act reads: “Representatives of 
employees of a carrier, duly designated 
as such, may intervene and be heard 
in any proceeding arising under this 
Act affecting such employees.” The 
following considerations make obvious 
the fact that the Brotherhood meets all 
the requirements of this provision: 

First. It is unquestioned that the 
Brotherhood is the duly designated rep- 
resentative of the River Road trainmen. 

Second. The right of intervention 
granted to such a representative by 
§ 17(11) applies to a court proceed- 
ing under § 16(12) of the act, the 
plain language of § 17(11) extending 
its reach to “any proceeding arising 
under this Act.” 

[4] On this point, however, the ap- 
pellee railroads contend that § 17(11) 
must be confined to proceedings before 
the Interstate Commerce Commission, 
to the exclusion of court proceedings. 
In support of this contention, they 
point to the fact that § 17 as a whole is 
primarily concerned with Commission 
procedure and organization. That fact 
is emphasized by the heading of § 17 
as it appears in the Statutes at Large, 





8 As it appears in the United States Code, 


49 USCA 17(11), this paragraph reads: 
“Representatives of employees of a carrier, 
duly designated as such, may intervene and be 
heard in any proceeding arising under this 
chapter and chapters 8 and 12 of this title af- 
fecting such employees.” 

The words “this chapter” refer to Part I of 
the Interstate Commerce Act, 49 USCA § 1 
et seq., which embodies the original statute 
known by that name prior to its division into 
parts. Chapter 8 relates to Part II of the 
Interstate Commerce Act, originally known 
as the Motor Carrier Act of 1935, 49 USCA 
§ 301 et seq. Section 305(h) of art II is a 
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54 Stat 913, and the United States 
Code, 49 USCA § 17, a heading that 
reads: “Commission procedure; dele- 
gation of duties; rehearings.” The 
inference is then made that paragraph 
(11), with which we are concerned, 
must be limited by that heading and 
by the general context of § 17 as a 
whole. The result of the contention 
is that the phrase “any proceeding 
arising under this Act,” as found in 
paragraph (11), is rewritten by con- 
struction to refer only to “any proceed- 
ing before the Commission arising un- 
der this section.” 

We cannot sanction such a construc- 
tion of these words. It is true, of 
course, that § 17 is concerned prima- 
rily with the organization of the Com- 
mission and its subdivisions and with 
the administrative disposition of mat- 
ters coming within that agency’s ju- 
risdiction. At least ten of the twelve 
paragraphs of § 17 deal with those 
matters. And before § 17 was cast 
into its present form in 1940, all five 
of its paragraphs related exclusively 
to those matters. Congress rewrote 
the section when it enacted the Trans- 
portation Act of 1940, 54 Stat 898, 
continuing and modifying previous 
provisions and consolidating and in- 
cluding matters which had formerly 
been scattered throughout the act.’ 
At the same time, however, it was ex- 





cross-reference to § 17 of Part I: “All the pro- 
visions of § 17 of this title shall apply to all 
proceedings under this chapter.” Chapter 12 
is the equivalent of Part III of the Interstate 
Commerce Act, which deals with water car- 
riers. Section 916(a) is also a cross-reference 
to § 17 of Part I: “The provisions of § 12 
and § 17 of chapter 1 of this title and §§ 46-48 
of this title shall apply with full force and 
effect in the administration and enforcement 
of this chapter.” 

7H. Rep. No. 1217, 76th Cong. Ist Sess. 
p. 13; H. Rep. No. 2832, 76th Cong. 3d Sess. 
p. 72. 
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pressly recognized that certain para- 
graphs were being added which were 
entirely new, paragraphs which went 
beyond purely administrative matters. 
Thus the pertinent committee reports 
stated ® that “A new paragraph (9) is 
included: providing that orders of a 
division, an individual Commissioner, 
or a board shall be subject to judicial 
review as in the case of full Commis- 
sion orders, after an application for 
rehearing has been made and acted 
upon.” And as to paragraph (11), it 
was said® that “A new paragraph is 
added at the end of § 17 providing that 
representatives of employees of a car- 
rier may intervene and be heard in any 
proceedings arising under part I 
affecting such employees.” By such 
language in their reports, the framers 
of § 17 recognized the obvious fact 
that certain provisions of that section 


deal with something more than might 
be indicated by the heading. 

That the heading of § 17 fails to 
refer to all the matters which the fram- 
ers of that section wrote into the text 


is not an unusual fact. That heading 
is but a short-hand reference to the 
general subject matter involved. 
While accurately referring to the sub- 
jects of Commission procedure and or- 
ganization, it neglects to reveal that 
§ 17 also deals with judicial review of 
administrative orders and with inter- 
vention by employee representatives. 
But headings and titles are not meant 
to take the place of the detailed pro- 
visions of the text. Nor are they 
necessarily designed to be a reference 
guide or a synopsis. Where the text 


is complicated and prolific, headings 
and titles can do no more than indicate 
the provisions in a most general man- 
ner ; to attempt to refer to each specific 
provision would often be ungainly as 
well as useless. As a result, matters 
in the text which deviate from those 
falling within the general pattern are 
frequently unreflected in the headings 
and titles. Factors of this t;pe have 
led to the wise rule that the title of a 
statute and the heading of a section 
cannot limit the plain meaning of the 
text. United States v. Fisher (1805) 2 
Cranch 358, 386, 2 Led 304; Cornell 
v. Coyne (1904) 192 US 418, 430, 48 
L ed 504, 24 S Ct 383, 385; Strath- 
earn v. Dillon (1920) 252 US 348, 
354, 64 L ed 607, 40 S Ct 350, 351. 
For interpretative purposes, they are 
of use only when they shed light on 
some ambiguous word or phrase. 
They are but tools available for the 
resolution of a doubt. But they can- 
not undo or limit that which the text 
makes plain. 

Here the meaning of § 17(11) is 
unmistakable on its face. There is a 
simple, unambiguous reference to “any 
proceeding arising under this Act” or, 
as the House committee paraphrased 
it,”” to “any proceedings arising under 
part I.” There is not a word which 
would warrant limiting this reference 
so as to allow intervention only in pro- 
ceedings arising under § 17 or in pro- 
ceedings before the Commission. The 
proceedings mentioned are those which 
arise under this act, an act under 
which both judicial and administrative 
proceedings may arise.” The in- 





8H. Rep. No. 2016, 76th Cong. 3d Sess. p. 
67; H. Rep. No. 2832, 76th Cong. 3d Sess. p. 72. 
— Rep. No. 1217, 76th € mg. Ist Sess. 


p. 15. 
‘ ras Rep. No. 1217, 76th Cong. Ist Sess. 
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11 Section 17(11), by referring to proceed- 
ings arising under “this Act,” also affects 
judicial and administrative proceedings aris- 
ing under Parts II and III of the act. See 
note 6, supra. 
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stant case is a ready illustration of a 
judicial proceeding arising under this 
act; a suit of this nature is authorized 
solely by § 16(12) of the act.™ 
Hence it is a proceeding to which the 
right of intervention may attach by 
virtue of § 17(11). 

Nor do we perceive any reason of 
statutory policy why the framers of 
§ 17(11) should have wished to con- 
fine the right of intervention by em- 
ployee representatives to proceedings 
before the Commission. Occasions 
may arise, as in this case, where the 
employee representatives have no in- 
terest in intervening in the original ad- 
ministrative proceeding, but where 
they have a very definite interest in 
intervening in a subsequent judicial 
proceeding arising under the act. 
When the framers have used language 
which covers both types of proceedings, 
we would be unjustified in formulating 
some policy which they did not see 
fit to express to limit that language in 
any way. 

Third. This is a proceeding arising 
under the act which affects the em- 
ployees represented by the Brother- 
hood. Nothing could make this plain- 
er than the fact that direct injunctive 
relief was sought and obtained against 
these employees. The appellee rail- 
roads sued to enjoin River Road and 
its employees from disobeying the 
third condition of the 1922 Commis- 
sion order. It was alleged that this 
condition required River Road and its 
employees to permit the railroads to 
use their own power and crews in mov- 
ing cars over the River Road line. Yet 
that was precisely the subject matter of 


the conflict between River Road and 
the Brotherhood, resulting in the in- 
sertion of important provisions in the 
contract between them. If the Com- 
mission order did require the River 
Road employees to forego operating 
the livestock cars, their contract rights 
with River Road were affected in a 
very real sense. Acts done by the em- 
ployees in performance of this contract 
obviously prompted this suit; and any 
such acts performed after the issuance 
of an injunction might give rise to con- 
tempt action. It is thus impossible to 
say that this proceeding is not one 
“affecting such employees” within 
the meaning of § 17(11). 

Since all the conditions of § 17(11) 
have been satisfied in this case, the 
only question that remains is whether 
the Brotherhood is thereby accorded a 
permissive or an absolute right to in- 
tervene. The language of § 17(11) is 
in terms of “may intervene and be 
heard,” which might be construed as 
giving only a discretionary right. 
But our view, as we have indicated, is 
that once the requirements of § 17 
(11) have been met, the employees’ 
representative acquires an absolute 
right of intervention. 

Some statutes speak of intervention 
“as of right.” Thus where suit is 
brought by or against the United 
States to enforce or set aside a Com- 
mission order, the Commission or the 
parties in interest to the proceeding 
before the Commission “may appear 
as parties thereto as of right.” 
28 USCA § 45a. In such a case, the 
right to intervene is absolute and un- 
conditional. Sprunt & Son v. United 





12 Section 16(12) is labeled “Proceedings to 
enforce orders other than for payment of 
money.” 49 USCA § 16(12). It provides 
that if any carrier fails to obey a Commission 
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order other than for the payment of money, 
the Commission, any injured or the 
United States may apply to a Federal district 
court for the enforcement of the order. 
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States (1930) 281 US 249, 255, 74 
Led 832, 50 S Ct 315, 317. 

[5] No less absolute or uncondi- 
tional is the right to intervene under 
§ 17(11), which permits intervention 
where the employees are affected by 
the proceeding. To be sufficiently af- 
fected within the meaning of this pro- 
vision requires that the employees be 
prejudiced or bound by any judgment 
that might be entered in the case, as is 
the situation relative to the River 
Road employees. Once it is clear that 
an effect of that degree is present, 
however, there is no room for the 
operation of a court’s discretion. 
Whether the employees’ interests 
should be asserted or defended in a 
proceeding where those interests are 
at stake is a question to be decided by 
the employees’ representative, not by 
the court. The statutory term “may 
intervene” thus means “‘may intervene 


if the employees’ representative so 
chooses” rather than “may intervene 
in the discretion of the court.” And if 
the representative does choose to in- 
tervene, it may do so as a matter of 
right within the meaning of Rule 24 
(a)(1) of the Federal Rules of Civil 
Procedure. Such is this case. 

We thus conclude that § 17(11) 
gives the Brotherhood an absolute 
right to intervene in this proceeding, 
making it unnecessary to discuss 
whether, and to what extent, the 
Brotherhood would have had such a 
right apart from § 17(11). It follows 
that we have jurisdiction to consider 
the appeal on its merits. And in the 
exercise of that jurisdiction, we re- 
verse the judgment of the district 
court denying leave to the Brotherhood 
to intervene. 

Reversed. 





UTAH PUBLIC SERVICE COMMISSION 


Re Odell Water Company 


Investigation Docket No. 47 
June 13, 1947 


| yp eremsaggres of facilities of water company; restriction on 
further applications ordered. 


Service, § 146 — Grounds for denial — Shortage of water. 
A water company should not take further applications for service when, 
in view of a limited water supply, such restriction is necessary in order to 
maintain an adequate and satisfactory service to customers. 


By the Commission: On May 12, 
1947, the Odell Water Company by its 
president, Lorus Manwaring, informed 
the Public Service Commission by let- 
ter that the company has had numer- 
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ous applications for water service and 
that it would be impossible for the 
company to accept further applications 
because of the limited supply of avail- 
able water. An investigation has been 
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made and a written report has been 
submitted to the Commission by its 
engineering department, containing in- 
formation obtained as a result of an- 
alyzing the company’s operations and 
setting forth recommendations rela- 
tive thereto. Informal discussions 
have been had with the Commission 
and the company officials relative to 
the problems on hand. 

From the information contained in 
the company’s letter of May 12th, and 
the engineering department’s report, 
and as a result of the discussions had 
by the Commission’s staff with the 
company officials, the Commission 
finds : 

That during the last three years the 
Odell Water Company has had diffi- 
culty in furnishing adequate water to 
its consumers. 

That in 1945 and again in 1946 the 
Commission granted special permis- 
sion to the company to restrict the 
watering of lawns and gardens to cer- 
tain hours throughout the summer 
months. 

That on February 20, 1946, the 
Commission by letter requested that 
steps be taken by the company to build 
an additional head box and install an 
electric pump at their well, to furnish 
water to meet the requirements of cus- 
tomers the water company then had. 

That in the spring of 1947, the com- 
pany built a concrete head box esti- 
mated to hold 63,000 gallons of water, 
and installed an electric pump capable 
of lifting 75 gallons of water per min- 
ute into the water system at a pressure 
of 125 pounds. 

That in 1946 the company had 128 
customers and so far this year 13 new 


connections have been made, and 9 
new homes now under construction 
will be connected in the near future. 

That the company now has on hand 
applications and deposits from 10 new 
customers and has made definite com- 
mitments to serve 13 others, a total of 
45 new users or an increase of 34 per 
cent above last year. 

That the flow of water from the 
four springs varies from time to time 
from 70 to 90 gallons of water per 
minute, it being 88 gallons per minute 
at present, and the electric pump can 
be used only during emergencies and 
the hot dry summer months, without 
creating unreasonable costs. 

In view of the limited supply of wa- 
ter available to the water company at 
this time, and the prospect that the 
supply in the future may be even con- 
siderably less than it is now, the Com- 
mission has concluded that in order to 
maintain an adequate and satisfactory 
service to its customers the water com- 
pany should be prohibited from taking 
further applications for service. The 
Commission will reserve jurisdiction 
in this matter until the company is able 
to develop an additional supply of wa- 
ter. In the meantime no new connec- 
tions should be made except by order 
of this Commission. 

Specifically excepted from this lim- 
itation are the nine new homes now 
under construction, the ten who have 
made their deposits and the thirteen 
commitments previously made because 
of certain investments made in line ex- 
tensions to the Orchards Acres, Gibbs 
and Harding property. 

An appropriate order will follow: 
[Order omitted herein. ] 
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Industrial Progress 


A digest of information on new construction by pri 

vately managed utilities; similar information relating 

to government owned utilities ; news concerning pro 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


GMC Offers Improved Line of 
Light and Medium Duty Trucks 


MC Truck and Coach Division recently 
G announced the introduction of an im- 
proved line of light and medium duty trucks 
with an entirely new and bigger cab. Prices on 
these new FC models, ranging from 4,600 to 
18,000 pounds gross vehicle weight, are from 
$55.00 to $162.00 higher than comparable 
models in the old line, according to M. D. 
Douglas, general manager. 

Price adjustments on the heavier line of 
trucks, above 18,000 pounds gross vehicle 
weight, have also been announced with up- 
ward adjustments ranging from $17.00 to 
$92.00. 

All price adjustments cover standard base 
chassis and cabs. 

Mr. Douglas stated that in addition to the 
increases made as the result of improvements 
and refinements in the new line of trucks, ad- 
justments were necessary due to the rising 
costs of material and labor. 


$50,000,000 Program Planned 
By Alabama Power Co. 


Present plans of the Alabama Power Com- 
pany call for the expenditure of $50,000,- 
000 within the next five years for new gen- 
erating plants and for extensions throughout 
the company’s service area, according to 
Thomas W. Martin, President. 

A new 120,000 kilowatt steam plant is al- 
ready under construction at Gadsden. In addi- 
tion, lines are being extended to serve new 
customers just as fast as materials can be re- 
ceived. More than 31,000 new customers were 
connected in the past twelve months. 


American Meter Opens New 
Factory On Pacific Coast 


seen Meter CoMPANY announces the 
opening of their new factory and office 
building, 950 Tennessee street, San Francisco 
7, California. 

The new San Francisco headquarters of 
American Meter Company will coordinate and 
round out the total gas meter production for 
the requirements of the Pacific coast. 

The factory is completely equipped with the 
most modern machinery and facilities for the 
manufacture, repair, and testing of gas meters. 


Guide to Selection of Sales 
Personnel Published by EEI 


pPusnnee selection and placement of salesmen 
will increase average individual saies, nar- 
row the wide range that exists between high 
and low sales records in most departments, and 
will reduce sales personnel turnover with its 
resulting high cost, it is stated in a report of 
the Sales Personnel and Training Committee, 
Commercial Division, Edison Electric Insti- 
tute, which has just been published by EEI. 

Entitled “A Guide For the Selection of Sales 
Personnel,” the manual outlines a suggested 
method for selecting and placing salesmen, 
based upon a uniform pattern now being de- 
veloped from the many procedures originated 
by trade associations, schools, and business or- 
ganizations. Through this procedure, it is said, 
the sales executive can learn as much as pos- 
sible about the applicant, predetermine the im- 
pression he will make upon customers, and 
conclude how well he will fill the available 
position. 

Covered in the manual are recommended 
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procedures for the preliminary screening in- 
terview, preparing an adequate application 
form, interviewing and rating methods, and 
correlation of all information required to make 
a decision on hiring, among other steps. The 
manual concludes with detailed job specifica- 
tions for eight of the most important sales 
positions in electric companies. 

The detailed preparation of the manual was 
accomplished by a subcommittee of the Sales 
Personnel and Training Committee, Mr. Bell 
said, of which the chairman is E. O. George, 
of The Detroit Edison Company, Detroit, 
Michigan. 

“A Guide For the Selection of Sales Per- 
sonnel” is available from Edison Electric In- 
stitute, 420 Lexington avenue, New York 17, 
New York, at 75c per copy. 


Flexible Sewer-Rod Equipment 
Issues 1948 Line Catalog 


A NEW 36-page edition of the municipal-in- 
dustrial catalog is being distributed now 
by Flexible Sewer-Rod Equipment Company, 
9059 Venice boulevard, Los Angeles 34, Cali- 
fornia. 

The fully illustrated reference work lists 
and describes many new items in a full line of 
sewer and pipe cleaning tools, including the 
compact “Carry-All” trailer and improved 
“Flexible” Power Bucket machines. The lat- 
ter equipment shows a number of design ad- 
vancements as well as added accessories. 

Full working instructions and index are 
important features of the catalog. 


Makes Water Wetter for 
Fire Fighting 


MERICAN-LAFRANCE-FOAMITE CORPORATION 

of Elmira, New York, has just an- 

nounced a brand new product called Pentrate 
for making water wetter. 

Pentrate is a new exclusive Alfco formula, 
scientifically compounded of chemical in- 
gredients, 1 per cent of which when added to 
ordinary water is said to give the combined 
solution speedy penetrating and spreading 
qualities much superior to water itself, and, 
therefore, more effective in fire fighting. 

Pentrate is claimed to be no more injurious 
to metals or wood than water itself, and to 
have even less corrosive effect than water. It 
may be used effectively with salt water or cal- 
cium chloride solutions. 

Free illustrated literature about this newest 
fire-fighting agent is available from the manu- 
facturer upon request. 


Westinghouse Orders Set 
Peacetime Record 


HE WESTINGHOUSE ELEcTRIC CORPORATION 

has announced that orders received for the 
first six months of 1947 totaled $418,156,772. 
This figure is higher than the total for any 
entire prewar year and compares with $384,- 
828,548 for the last six months of 1946, 


New 25 KVAR Units 
Announced By G-E 


N™ 25 KVAR Pyranol distribution ¢a- 
pacitor units for individual and group 
pole mounting, similar to the individual pole 
type 10 and 15 KVAR units standard with 
many electric service and industrial com- 
panies, have been announced by the capacitor 
section of the General Electric Company. G-E 
engineers point out that 225 KVAR may now 
be accommodated on one cross-arm compared 
to the former 180 KVAR limit using smaller 
rated units. 

Use of the new capacitors involves fewer 
units to be handled, less exposed surfaces to 
the weather, and fewer hangers, bushings, and 
connections. The small relative increase in 
size of these units over the present General 
Electric 15 KVAR units permits these 25 
KVAR capacitors to be used on the same uni- 
versally standard hangers used for 10 and 15 
KVAR units. 

Bulletin GEA-2561-1 on the 25 KVAR units 
is available at the General Electric Company, 
Schenectady, New York. 


Gas Utilities Plan to Spend 
One Billion During 1947 


G”" utility companies are prepared to spend 
approximately one billion dollars this 
year in expanding production, transmission, 
and distribution capacity, according to the 
American Gas Association. Shortages of ma- 
terials, principally steel, pipe, and tin plate, 
overburdening of the nation’s transportation 
system and delays in obtaining necessary cer- 
tifications to expand the country’s natural gas 
pipeline systems are said to be seriously ob- 
structing these expansion plans. 

Postwar surveys indicated approximately 41 
per cent of the people interviewed want gas 
for house heating. The demand for gas for 
cooking, refrigeration, air conditioning, and 
automatic water heating is rising steadily. Gas 
utility companies are employing every possible 
resource to meet this demand. Production ca- 
pacity of the industry is being increased. 
Standby facilities for storing liquefied pe- 
troleum gases for mixing with other gases to 
meet peak loads are being installed. 

Expansion programs are now going forward 
as rapidly as materials become available. For 
example, The Brooklyn Union Gas Company, 
as part of a $24,000,000 program has installed 
two new water gas sets and has three addi- 
tional water gas sets and a propane air plant 
under construction. Two new waterless hold- 
ers will provide storage for meeting peak loa 
demands. 

Boston Consolidated Gas Company now has 
under construction two carburetted water gas 
sets and will install a third set. Its plans in- 
clude a liquefied petroleum plant and 28 lique- 
fied pet-oleum storage tanks for standby use. 
Consolidated Gas Electric Light and Power 
Company of Baltimore increased manufactur- 
ing capacity eight million cubic feet per 
last year and plans an expansion of like 
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The Connelly LC District Regulator reduces pounds to inches. It 
keeps outlet pressure constant and unaffected by fluctuating inlet 
pressures. 


Self Contained 


No need to fuss with fixed leverage. Connelly’s inside leverage multi- 
plies the diaphragm’s closing power and provides tight lock up. You 
can easily adjust the linkage to meet your changing conditions. 


Connelly District Regulators 
Are Balanced Valves 


A balanced valve, the LC Connelly Regulator can be used with pres- 
sures up to 100 lbs. It’s available in sizes up to 36”. 

The large cover plate makes for easy cleaning and servicing. 

Write for further data and prices. Immediate delivery. 


NORWALK VALVE COMPANY 


33 Railroad Avenue South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 
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amount this mee, It now has a five million 
cubic foot holder under construction and plans 
to install an additional holder, two water gas 
sets, and other production accessories to cost 
$5,400,000. Additional gas distribution facili- 
ties planned will cost $8,000,000 over a three- 
year period, 

The Ohio Fuel Gas Company hopes to spend 
$5,000,000 in improving its distribution systems 
in 1947 and will spend $10,000,000 for addi- 
tional. transmission lines and greater storage 
capacity. Materials have been ordered for 100 
miles of new transmission lines. More than 
seven billion cubic feet of storage space will 
be added to present facilities and construc- 
tion has been started on two propane-air plants. 

The Portland (Oregon) Gas & Coke Com- 
pany spent $1,750,000 last year for additional 
generating, gas main, and compressor capacity 
and liquefied petroleum capacity. More than 
$3,250,000 will be spent this year. The South 
Carolina Power Company has added a new 
gas plant at Charleston to pipe a mixture of 
propane gas into the city’s carburetted water 
gas supply to meet peak load demands. 

Additional water gas sets are being installed 
by the New Haven Gas Light Company and 
the Hartford Gas Company, each spending $2,- 
000,000 for expansion in 1947. The Bridgeport 
Gas Light Company is to spend $1,500,000 for 
additional equipment. Long Island Lighting 
Company has on order water gas sets, com- 
pressors, and storage holders for installation 
this year. Natural gas pipeline facilities are 
expanding as rapidly as available materials 
and regulatory situations permit. Addition of 
the $143,000,000 Big and Little Inch lines to 
the nation’s network augments natural gas sup- 
plies in the eastern area. The Tennessee Gas 
& Transmission Company is planning a 1,000 
mile, $55,000,000 gas line from the Houston 
area to West Virginia. El Paso Natural Gas 
Company, Southern California Gas Company 
and Southern Counties Gas Company, Los 
Angeles, are constructing a $70,000,000, 1280- 
mile 30-inch line from Texas to California. 

Michigan Consolidated Gas Company and 
its subsidiaries will spend more than $1, 1,500,000 
this year in gas field facilities, preparatory to 
construction of $52,000,000 Michigan-Wiscon- 
sin Pipe Line. Houston Natural Gas Corpora- 
tion is carrying on an accelerated expansion 
program and the gas company affiliates of the 
Amarillo Oil Company are adding compres- 
sion facilities and building additional loop- 
lines, including a new 16-inch pipeline. The 
Penn-York Natural Gas Corporation and 
Dominion Natural Gas Company, Ltd., plan to 
lay 122 miles of 10-inch high pressure main 
to bring gas from the Appalachian areas, 


Fairchild Announces Pneumatic 
Temperature Measuring System 


AIRCHILD CAMERA AND INSTRUMENT Cor- 
PORATION has announced the new Fairchild 
pneumatic temperature measuring system, for 
measurement and control of extremely high 
gas temperatures to 5,000 degrees, Reaumur. 
The instrument is a form o gas thermome- 
ter utilizing the density of the gas being meas- 


ured as a direct indication of the temperature. 

The Fairchild corporation claims this 
method can solve specific gas measurement- 
control problems encountered in a_ broad 
variety of fields, including railway, aircraft, 
marine, and general industrial. Instruments 
are also available for laboratory use. 

Full information and literature can be ob- 
tained from the manufacturer, engine control 
division, 88-06 Van Wyck boulevard, Jamaica 
1, New York. 


Introduces New Line of 
Swing Check Valves 


[Doncanay MANUFACTURING CoMPANY, 3117 
Clybourn avenue, Chicago, announces the 
introduction of a new line of super sensitive 
swing check valves, known as the “3000” series. 

A bulletin No. 3001 has just been released 
fully describing this new series of valves. Copies 
are available on request to the manufacturer, 


Plans Construction Program 


RKANSAS NaTuRAL GAs CORPORATION and 
its subsidiary, Arkansas Louisiana Gas 
Company have filed a joint declaration and an 
amendment thereto with the Securities & Ex- 
change Commission covering a proposed loan 
agreement with the Guaranty Trust Company 
of New York pursuant to which the bank will 
be obligated to lend Arkansas Louisiana 
$14,000,000. 

Arkansas Louisiana plans to use a portion 
of the bank loan, together with the net pro- 
ceeds of any additional notes, for financing a 
construction program. 


Construction Loans Announced 


Copnares loans — chiefly for distribu- 
tion lines, system improvements Or new or 
additional generating capacity — recently were 
made to the following enterprises by the Rural 
Electrification Administration: 

Carroll Electric Membership Corporation, 
Carrollton, Ga., ,000. 

Blue Ridge he Association, Young | 
Harris, Ga., $177 

Fall River Rens O Electric Codperative, Ash- 
ton, Idaho, $185,000. a 

Southwestern’ Electric Coéperative, Green- 
ville, Ill, $250,000. 

Kosciusko County Rural Electric Member- 
ship Corporation, Warsaw, Ind., $125,000. 

Linn County Rural Electric Cooperative A® = 
sociation, Marion, Iowa, $75,000. 

Stearns Cee. Electric Association, 
Melrose, Minn., $515,000 

P.K.M. Electric 
Minn., $320,000 

Mid- Yellowstone 
Hysham, Mont., $100,000 : 

Piedmont Electric Membership Corpora- 
tion, Hillsboro, N. C., $14 

odak Rural Biccrrie (1 Ee Grand 

Forks, N. D ,000. 

Navarro County Electric Codperative, Cor- 
sicana, Tex., $375,000. 

Deep East Texas Electric Codperative, San 
Augustine, Tex., $225,000. 


Codperativ e, Warren, 


Electric  Codperative 
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...to fit YOUR job, save YOU money! 


ake a good look at this truck! It’s a 
ob-Rated”’ truck—a truck built to 
IT a specific hauling job. 


his truck has “Job-Rated’”’ power— 
he right one of seven great Dodge 
ck engines for pulling its load .. . 
ependably, and economically. 


has exactly the right clutch, trans- 
ission, springs, frame, rear axle—the 
ght units throughout—for longer- 
sting, more dependable service. 


h a truck performs better, enables 


s owner to give better service to his 


stomers, lasts longer, and saves 


oney. 


There’s a “Job-Rated” 
your job, too! 


truck to fit 


To get such a dependable and eco- 
nomical truck—simply explain your 
hauling problems in detail to your 
Dodge dealer. He will select the right 
Dodge “.Job-Rated” truck for your job. 


* * * 


Your Dodge dealer is interested in your 
continued satisfaction: First, by selling 
you a truck that fits your job; Second, 
by giving you dependable Dodge truck 
service; Third, by providing you with 
truck parts that are identical with 
original Dodge “‘.Job-Rated”’ truck parts. 
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ONLY DODGE BUILDS ¢-Xaled TRUCKS 


Fit the Job. ..Last Longer ! 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





AAARNKRMMMSSEMOMOOOLLS COBAADROSO 
« 


CSCHOMOCOHHAAMHNIOONBOCOONHOTZOOOIHL OM 
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ARAMMM SIO HOOL lL’ SOAGCOCHAAMNMSeHOrn 








POOL ME OAOCONOOHAND OOMOOr Or Nr OOer Coe 
ON OO HEH MNAH SH AOANCOMNENMOAHAAHOITMAAOR 
WHEN E NOC BAONOCOKN LS CHANOOHOOLO te HEM 
OOM OH OAN SEMEL LLOMNAAALAAIENAOITOONNHBOH 


WOMAN HD IOOKHMNOOL OOHMOCONOL ANDO Ahem 


MNEIMOOLADDAAN CHOHNMOHMENCACHAAHMIONHONH 
OOOOOOOOOOOAHAMNNHOLE ES SOSGABAABABAABA 
HOON OOANONHOHNHSSOOYOCOOOOOOOVOOSLOSOVS 
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FOCAL NSECONRNDOHANOOADOOEl HE He COGr OOS 
WOADHOAANKTTADHANACOMEMNHMOANMAHOWMABeoN 
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ADH AOADAACAVHNDIMNE AHONMN SING AOCOOL AAAs 
GAM HD AAKIHE ADOl 4Or HOG OF VAOrHNaANnONNH 
GOAKM COL OAOMNNSINE NOCH COA AAHheNnOON 
OOOH OOSHOHAIDHIGONUMNIOOLS SOHABABAAA 
MAMAMNANMNNMNN< CONN OCOOOVSOOOOOOOOOLDO 
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MIMBDOMNGCOCSeCOH NOH COM e4TOMOBear Aaoncnoane 
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AAUKMMMEIMONO AM AONE AANHS CEO ONNNNO NOM 
SHSOGHOHGLOGOCOHAAMNMNCIT see eee CET 
AKCKKANKANAKRAHMMMMMMMOMMAMMMAMMMAM MAN 
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102 Maiden Lane, New York 5, ¥ 
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Send for free, illustrated booklet 
“THE ONE STEP METHOD OF BILL ANALYSIS" 


HAANOAME OC SOAHAONAGOMAGCOMEAAONE COA Se 
NOCHHOKNOCHOANTHAANAONACOME NAM 
VICSECIMIMMNMEANE CAANeCOK OVA 

OHM NOMA ci vtet 

we 


ILLUSTRATION OF TYPICAL BILL ANALYSIS 


WMHADAMNOH Se OOH ALALCAAAHOONLATOOMNENO 
SOOM AMOMANHAMOCOAMeeeOACONnOnNnNnaNn 
SOOHCIIIIICIIINGTTEOO OM OH OVwWDWOr oF 
- 


out the country have statistics of this type prepared for them, 


igh 
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 habahahahsbahabahabahahabahahahahahahahehalal 
omomoocococoocococo“coooecoo 
MN@CeNOredonzeoagonoccccsco 

AMMA ANMEOHOrOA 


Through this unique service your bills can be analyzed in half the usual time, and at 


Note the various tabulations that have been made for each kilowatt hour—from 0 to 
half the usual cost. 


10,000. 


Many ut 


DATA OF THIS TYPE—analyzing a utility’s bills—often discloses certain trends which 


are of considerable value in pla 
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TELLS HOW 


UST-OLEUM CUTS 
aintenance costs 
3 ways 


8s Preparation. No s: last- 
9 or chemical rust lvers 
@ necessary. Simply brush 


° temove scale, dirt, etc.—then 
PLY RIGHT OVER THE RUST! 


ees on Faster. Rust-Oleum 
son 25% faster... covers 40% 
ore area per gallon. 





Longer. Depending . 
, Rust-Oleum eutiesta: —f- 
material two to, ten times, 


A eS SE SD ED ee De ee ee ce ee a 


Public Utilities Fortnightly 


Rust-Oleum is unequalled as a positive rust preventive. 
Public utilities use it in many maintenance ways. Rust- 
Oleum saves money year in and year out by reducing 


i maintenance costs...It gives lasting protection to rustable 


metal by forming a tough, weatherproof, elastic film that 
resists moisture, heat, fumes and other destructive 
elements. Rust-Oleum adds years of life to buildings 
and equipment. Dip, brush or spray. Complete engi- 
neering service is available. New catalog tells how to 
stop rust and corrosion. We'll gladly send a copy to all 
plant officials or engineers. Write today for your copy! 
Stocks carried by distributors in principal cities. 


MAIL THIS COUPON—TODAY! 


== 


7 RUST-OLEUM CORPORATION 
2457 Oakton Street, Evanston, Illinois 


Please send me a free copy of the new Rust-Oleum Catalog 
showing color selection and recommended uses. 


4 
I 
I 
Name j 
Company | 
Address | 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, 
others equipped to serve utilities in all matters relating to rate questions, apprai 
valuations, special reports, investigations, design, and construction. > » 





Tae American Aprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS « REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
ond other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


g¢ Ford, Bacon & Davis 


BaD VALUATIONS EF ; CONSTRUCTION 
REPORTS Nginleers RATE CASES 
NEW YORK © PHILADELPHIA © CHICAGO © LOS ANGELES 














GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


nage POWER ENGINEERING SINCE 1906 pos scing and 








Steam, Electric, Gas, Hydro, 
Designs and Construction, Serving Utilities and Industrials Ron Denes Pep 


: B : 
Operating Betterments Reading e Philadelphia Ocietaak Cait Achoval 


Inspections and Surveys, f 
Feed Water Treatment. Washington °* New York Accident Prevention 








FREDERIC R. HARRIS, INC. 
FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 
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PROFESSIONAL DIRECTORY (continued) 


he h ul lj , ci n Coypourtion 


ENGINEERS ’ CONSTRUCTORS 


Pa 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 





LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 











CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Beston, Mass. Washington, D. C. 











ities 


DESIGNING * ENGINEERING #« CONSTRUCTION 
PIPING * EQUIPMENT « SURVEYS « PLANS . 
aS Page Noa petit eatcato- 


Complete Plant Additions or iInstallatio 
very detail geared to more profitable operation ERS Oe ns MANUFACT URERS 
aa a 


, isle pdt th ate 
bw PY: ' iG. | oF 4 
See Sweets Files, Refinery Catalog, etc., for details WAGES WILDING, KANSAS CH ERIKS. co 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





ENGINEERS 
AND 
CONSTRUCTORS 


SANDERSON & PORTER Sap 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Iil. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 


Depreciation fey Original Cost Accounting, 
Val ization of Gas Properties. 





Member 
The National Society of Professional Engineers and National Society of Cost Accountants 
1309 Liberty Bank Building Delies 1, Texas 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 


Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. W. C. GILMAN & COMPANY 
FRANCIS S. FRIEL 
Stenting Bei ENGINEERS 
alwnelen Moroes pH 1 adestial’ Daltate ond 
City Planning. Reports, Valuations, Laberatery” FINANCIAL CONSULTANTS 


1528 WALNUT STREET PHILADELPHIA 2 55 Liberty Street New York 














BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS AND AND CONSULTANTS 


Appraisals, investigations and _ re- reese ye oN ITIES AND Re INDUSTRIALS 


. UCTION 
ports, design and supervision of con- oN — PUBLICATIONS 
struction Public Utility Properties MACHINE BE es! ON — TECHNICAL — APPRAISALS t 


4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer , Engineers 
REGISTERED IN INDIANA, NEW YORK, OHIO, * ne 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Ann Arbor, Michigan 

Public Utility Valuations, Reports and Appraisals - Investigations - Reports 
Original Cost Studies. in connection aggre 


910 Blectric Building Indianapolis, Ind. roe ee original cost, ccs Toon a 
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PROFESSIONAL DIRECTORY 
(concluded) 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cricaco 








FRANK O’NEILL 
Public Utility Consultant 


327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, fax, rate case 
work and original cost studies. 








ROBERT T. REGESTER 


Consulting Engineer 


HypraAu.ic Strucrurss — UTILITIES 
Fioop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 1, Md. 








A. S. SCHULMAN ELEctTric Co. 


Contractors . 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 
537 SoutH Dearsorn St. CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—INVESTIGATION— REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, a rg AND Rate 


TTERS 
261 Broadway New York 7, N. Y. 











|WESTCOTT & MAPES, inc. 


ARCHITECTS & ENGINEERS 
INVESTIGATIONS © REPORTS 
DESIGN © SUPERVISION 
New Haven, Connecticut 











MAXIMUM CONTACT 
provided by V-groove con- 
ductors protected by bev- 
elled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of 
Conductor Fittings. 


PENN-UNION 


on Ok, Bee On On & 8 8 ® | t 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready rat 
ence. Their products and services cover a wide range of utility needs. 


a 


Al ne memega. cccvesces cokes. 
ee. a Prin Me 4 Company, The 28 


Babcock & Wileox Company, The 

Barber Ges Burner Compan ——. » 

Black & Veatch, "Consulting BK 

*Blaw-Knox Division of Blaw-Knox Company .... 


c 
Carter, Earl L., Consulti 
Cleveland Trencher Co. “ 
eee oo ere Conphey, a 
Crescent | ed Wire & Cable Co. 


Zimmermann, iInc., Engineers 
Ha fy Division of Chrysler Corp. 


E 
© Services, Incorporated... .Inside Front Come 


Ebase 
Electric serene Battery Company, The 
Electrical Testing Laboratories, Inc. 


at A Leet, 





J 


Jackson & Moreland, Engineers 30 
Jensen Bowen & Farrell, Engineers ....... testa Oe 


*Kinnear nufacturing C . 
Kuljian Cae The, Gaginger’ i 


Lefer, William S., oe 
Legge, Walter G. 
Loeb ont, y a ¥. S 


Lougee, N. ip — we decccesenes 
Lucas & Lick Enginee: : 


Main, Chas. T., Inc., 
Mercoid Corporation, Th 


Newport News Shipbuilding & Dry Dock Co. .... 
Norwalk Valve au * i HY 


O'Neill, Frank, Public Utility Consultant 
: * 
Penn-Union Pe wa eee 


Pritchard, & Com 
Public Uthity "Caglesertay | 


Recording & Statistical Corp. 
. eee oss » Consu 
ac. 


Remi: Rand 
sting Gompeny, Th 


Toeppen, Manfred K., Engineer 


Westcott & M WRG. ‘Se ccccsace 
White, J. G., ineering Corporation, "The 


Professional Directory ..... Gvsecvedes ¢povuus ode 


*Fortnightly advertisers not in this Issue. 











IN A SERIES OF SUCCESS STORIES WITH THE LEGGE SYSTEM OF NON-SLIP FLOOR MAINTENANCE 


HIS large organization had dangerously slippery floors. 
Constant slip and fall accidents boosted insurance rates, 
til the insurance company itself stepped in . . . advised a 
ogram of floor beauty-with-safety with the Legge System 


f Non-Slip Floor Maintenance. 


Accidents dropped 98% within a year. And down came 


hsurance premiums twice! 


... for total savings of 42%. 


INSURANCE COMPANIES HAVE THE FACTS 


many other institutions, office buildings and plants, 
ualty insurance companies have recommended the 


nce 
orrect FLOOR MAINTENA 
CORRE COSTS LESS 
LeGGe'S 3-WaAY PROTECTION 
¥ Non-slip Sofety a 
y¥ High. Lustrous yan 
y¥ Floor Preservatio® ss 
your 2:WAY SAV 
¥ peduced Insurance on 


Maintenance necessary 
/ Floor Replocement . 


Legge System 
for non-slip 
floor beauty. 
Their safety rec- 
ords prove that 
Legge scientific 
maintenance 
makes floors 
lastingly non- 
slip; practically 
eliminates 
costly accidents. 


INSURANCE COSTS 


Legge floor polishes have also been approved as con- 
stant anti-slip protection by Underwriters’ Laboratories 
and other leading organizations. 


YOUR OWN FLOOR SAFETY ADVISOR 


You get a complete advisory service with the Legge System. 
A trained Legge floor expert engineers the danger out of 
your floors. He investigates your conditions . . . prescribes 
a program for your needs . . . shows your maintenance 
staff proper methods . . . then checks results regularly. 

This tailor-made program actually costs less. One basic 
polish treatment usually lasts months, sometimes years — 
saves resurfacing labor, takes 25% less materials. And 
your floors are preserved; costly replacement made 
unnecessary. 


YOU SAVE THREE WAYS 


Lower maintenance costs... prevent 
floor replacement . . . pay lower insur- 
ance premiums and fewer accident costs. 
How you can do all three is told in our 
free booklet, “Mr. Higby Learned About 
Floor Safety the Hard Way.” It’s yours 
without obligation. Clip this coupon to 
your letterhead and mail today. 


c" 


WALTER G. LEGGE CO., INC. 7a 
11 West 42nd St., New York 18, N. Y. 
360 N. Michigan Ave., Chicago 1, Ill. 
Gentlemen: 

Please send me your free book, “Mr. 
Higby Learned About Floor Safety the 
Hard Way.” 





Signed 
Title 








Type of Floor 





Approx. Area sq. ft. 
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It's a powerful means of 


building new load now for that day when 
new load becomes hard to get | ' 


Zooming sales of trolley coaches last year quadrupled the prewar 
yearly average. Six thousand are now in service, and studies show that some 
20,000 more are economically justified for transit lines with peak passengers- 
per-hour capacity of 400 to 2000. Every time one of these electrically powered 
vehicles is installed in your area, an annual average of 175,000 kw-hrs is added to 

your power business, 
It’s a load that takes time to sell, but look how much it’s worth 
This big load requires little servicing, and studies show that its maximum dema:ids 
generally do not coincide with system peaks. It has an annual load factor ranging from 
30 to 68, and its power factor at time of maximum demand is 90 per cent or better, 
In a city of 250,000 population, annual transit consumption should approximat: 36 
million kw-hrs. If your transit load falls considerably short of this mark in propor: ion 
to the population you serve, years of steady selling, promoting, and organizing may be 
needed to rebuild the load. But whether you need new load in two years or ten ye rs, 
transit is the big, attractive load to start selling right now. Apparatus Departm. »t, 
General Electric Company, Schenectady 5, N. Y. 


HOW CAN YOU GET READY TO CASH IN ON TRANSIT WHEN NEW LOAD IS HARD TO GE°? 
1. Seriously consider « transit specialist to study this load in your areo 
2. Estimate what your transit load should be. (Electrics are economically 
lines of less than 12 minutes or 
line is 400 passengers per hour or 


= | 


HERE ARE 
3. with your G-E representative in prese 
SUGGESTIONS siectric vehicles fe the transit company and the 


4. 








